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I. PRINCIPAL  PTIODIJmS  AND  POLICY  IlECOHHEliDATimlS 
Introduction 
1.  In  a  series  of  reports  to  the  Council  aince  1977,  based  on 
consultations  with  oil  companies,  unions  and  governments,  the 
Commission  has  discussed  the  problems  which  confronted  the refining 
industry in  the  Community,  namely  : 
a  large surplus of primary distillation capacity and  an  excessive 
number  of refining sites; 
- a  need  to  invest  in  cnpaci  ty  to  convert  residue  to  lighter 
products  and  to  improve  product quality. 
These  problems  resulted  from  the  fall  in  consumption  since  1979, 
the  increase  in  net  imports  of  finished  products  from  third 
countries,  the rise in  the relative  demand  for  light products,  and, 
more  recently,  the  increasing severity of environmental  standards. 
Their  solution  was  seen  to  lie  in  the  concentration  of  the 
industry's  ncti  vi ties  at  a  much  reduced  number  of  more  complex 
refineries. 
2.  The  Council  adopted  the  approach  to  these  problems  recommended  by 
the  Commission  in its successive reports,  namely  : 
- recognition  that the  industry is responsible for  taking decisions 
about  the  closure  of  surplus  capnci  ty  and  about  the  investments 
necessary to  adapt facilities  to  the structure of demand; 
- a  positive  attitude  by  the  governments  of  the  Member  States 
towards  the  measures  of rationalisation taken  by  the  industry; 
- maintenance  of  an  open  policy  regarding product  imports  provided 
that  other  industrialised  countries  do  likewise  and  suppliers 
observe fair trading prnctices; 
- monitoring  by  the  Commission  of  developments  in  industry 
restructuring  and  external  trade. 
neccnt  Dcvelo~entn nnd current innues 
3.  The  situation  of  January  1988  shows  that  progress  in  adapting 
capacity to  demand  has  continued,  although at a  slower pace,  since 
the  Commission  last reported  to  the  Council  in  f·~ay  1986. (COM(86)263 
of 13.5.86).  Primary capacity was  reduced in 1986 by  a  net amount 
of 24  million tonnes  per year  (M.t/y)  to  595  Mt/y  and  by  a  further 
3  Mt/y  in  1987  to  592  Mt/y,  35%  below its  peak level  in 1979/80. - 5  -
The  nveraee  utilisation rate  in  1987  was  close  to  80%,  considered 
to  be  the  minimum  level  consistent  with  the  efficient 
operation  of  refinin~ plants.  In  certain Member  States,  notably 
Germany  and  the  United  Kingdom,  occupancy rates  were  considerably 
higher.  ~lith  demand  on  refineries  expected  to  remain  at present 
levels  or  to  increase  slightly  if  prices  remain  in  the  $15-20 
ran~e,  the  refining balance  for  the  Community  a  a  whole  is better 
than  at  any  time  since 1980. 
4.  Despite  this  improvement,  the  industry  nevertheless  still  faces 
serious  problems  of a  structural nature  and  in particular  : 
- imbalances  between  countries  and  regions  where  capacity  is  well 
adapted  to  demand  and  those  where  over-capacity  and  poor 
utilisation persist; 
- potential  major  discrepancies  in  the costs  borne  by  the  industry 
in  different  Member  States  in  complying  with  differing 
environmental  standards; 
a  low  level of profitability,  even  in areas  where  plant is well 
utilised,  one  consequence  of which  is to  make  it more  difficult 
to  justify ond  finance  investments. 
5.  There  have  been  no  further  major  direct  downstream  investments  in 
refining and  marketing by  oil exporters  since  the  Commission•o  last 
Communication.  The  balance  of external  trade  in petroleum products 
has  also  shown  little  change.  These  are  nevertheless  important 
issues which  the  Commission  will continue  to keep  under review. 
6.  Finally the  1992 objective  and  the  progressive  implementation  of  a 
genuine  Internal  1·!nrket  in  Energy will  require  meaoures  which  will 
undoubtedly  have  a  oignificant  impact  on  the  functioning  of  the 
Community  oil market. 
Capacity Trends  nnd Regional  Imbnlnnces 
7.  Compani cs  1  present  plans  for  closures  would  reduce  EEC  primary 
cnpaci  ty to  575  Mt/y,  a  level  which  provides  ample  cover  for  the 
Commission's  demand  scenarioo  which  range  from  485  to  520  M.t  in 
1995.  Utilisation rates,  assuming net imports at 25  M.t,  would be 
between  79  and  85%  in  that year. 
Although  gross  overcapacity  has  ceased  therefore  to  be  a  general 
phenomenon,  it remains  a  serious  problem for certain Member  States, 
notably France,  Italy and Portugal,  ond  for  a  considerable number 
of  individual  refineries  whose  utilisation  ratios  are  a till  very 
low,  in  some  cases  less  than  50%.  There  arc  also  considerable 
discrepancies  in  the  degree  of  capacity  reduction  achieved  by 
different  operators,  the  smaller  companies  having  generally 
restructured less  than  the  larger groups. 
The  effort  by  companies  to rationalise  must  therefore  be  continued 
so  as  to  a chi  eve,  by  reductions  in  capacity,  supply  exchange 
arranp,ements  and  joint  ventures,  more  efficient  and  viable 
operations in the  areas concerned.  It is difficult to eotimate what 
further  capacity  reductions  this  would  entail,  given  the 
uncertainties  about  demand  and  intra-Community trade.  The  further cuts  planned  by  the  companies  would  bring the  total !or  the period 
1987-1995  to  about  20  Mt/y.  These  are  almost  all  located  in  the 
South  of  the  Co~~unity but  it remains  questionable  to  what  extent 
they  would  correct  the  regional  imbalances  now  apparent.  The 
employment  implications  of further restructuring are  expected  to be 
relatively slight. 
The  Commission  considers,  however,  that the  economic  and  security 
interests  of  the  Community  require  that  there  should  continue  to 
be,  at Community  level,  a  margin  of  spare primary  and  conversion 
capacity  to  meet  unforeseen  increases  in  the  demand  upon  the 
industry.  Such  increases  could result  from  higher  consumption or 
export  demand  on  the  one  hand,  or from  a  reduction  in normal  trade 
inflows  on  the  other.  It is also desirable for  competition  reasons 
that  independent  distributors  should  have  a  choice  between  imports 
and  domestic  manufacture  for  any additional  supplies  they  may  need. 
A  balance  therefore  has  to  be  struck  between  the  objective  of 
efficient  and  profitable  operation  of  the  Community  industry  -
which  implies  high utilisation  of plant  - and  that of  safeguarding 
security of supply  and  competition which  requires  a  margin  of spare 
capacity.  The  Commission  believes  that the present policies aimed 
at  rationalising  the  industry  while  maintaining  open  access  to 
international  markets  will help  to  achieve  such  a  balance. 
Umrironmeotal  Requirementn 
B  The  refining industry,  like other industries in the  energy sector, 
is  inevitably  concerned  by  atmospheric  pollution  iasuea  which  in 
turn affect energy costs and  the competitive position of  different 
refining plants.  The  Commission  attaches  importance  to  a  balanced 
pursuit  of  environmental  and  energy  policy  objectiveo.  It  is 
therefore  concerned  about  the  potential  regional  imbalance  which 
may  result  from  the  considerable  and  growing  differences  in  the 
costs  borne  by  the  industry  in  the  various  Member  States  in 
complying  with  different  environmental  standards.  These 
differences  in  compliance  costs  could  over  time  work  to  the 
detriment  of  refineries  otherwise  efficient  and  viable.Community 
environmental  legislation  aims  to  limit  such  cost  advantages  and 
disadvantages  by  setting  minimum  standards  based,  aa  required  by 
the Single  European  Act,  on  a  high level .of protection. 
9.  The  industry  has  in  recent  years  had  to  initiate  large  programmes 
o1  capital  expenditure  in  order  to  meet  higher  standards  for 
product  quality,  notably  to  permit  the  phasing out  o1  the  use  of 
lead in  motor gasoline  and  the  reduction of  the sulphur  content of 
gaaoil.  Substantial  investment  for  such  purposes  is  expected  to 
continue.  In particular, if new  low limits  for  sulphur in fuel oil 
are  generally  adopted,  investment  in  extreme  conversion  proceses 
may  be  necessary  further  to  reduce  the  yield  of residual  fuel  oil 
to match  the  declining outlet for  this product.  There  is concern 
in  the  industry  about  the  difficulty  of  financing  the  heavy 
investments  required  for  environmental  reasons. 7. 
As  in  the  past,  the  Commission  will  continue  to  develop  further 
proposals  in close consultation with the refining industry  so  as  to 
take  account  both  of  the  need  of  appropriate  environmental 
protection  legislation  and  the  global  situation  of  thio  sector. 
The  potential  financial  difficulties  caused  by  the  investments 
required  for  environmental  reasons  should  be  alleviated  as  far  as 
possible  by  means  of  reasonable  lead  times  and  adequate  forward 
planning. 
Profitability 
10.  Apart  from  short  periodo  when  exceptional  circumstances  applied, 
profi  tnbili  ty  han  for  many  years  been  generally  insufficient  to 
remunerate  capital  employed  or  to  finance  new  investments,  and 
seems  likely  to  remain  so.  Surplus capacity  in all  phases  of the 
international  industry  and  severe  competition  have  certainly  been 
major  factors  in creating  this situation but  OPEC's  official  price 
regime  also played  a  part  by  keeping  crude  oil  prices artificially 
high in relation to product values. 
It is  to  a  degree  a  structural  characteristic  of  the  oil  industry 
that the  division of integrated profits among  the  several functions 
varies considerably  from  one  period to  another.  It is  indeed  for 
this  reason  that  most  operators  have  sought  to  integrate  their 
activities.  When  refining  margino  do  not  cover  manufacturing 
costs,  non-integrated  refiners  face  severe  problems  and  even 
integrated  companies  are  obliged  to  subsidise  their  refining 
operations  out  of  earnings  from  production,  from  distribution and 
marketing,  or  from  specialised  manufacturing  activities  such  no 
lubricants  and  petrochemicals.  Although  such cross-subsidisation 
may  be  unavoidable for  limited periods, it is plainly not desirable 
over  the  long-term  since  it  tends  to  deprive  the  more  profitable 
activites of the capital needed  for  their own  development. 
11.  In  recent  years  refining  margins  have  continued  to  be  very 
sensitive to movements  in  the  crude oil price  and  to OPEC's  trading 
practices.  They  rose  sharply  during  the  months  in  1986  when 
netback  pricing  formulae  were  introduced  and  fell  back  during 1987 
with the return to official prices,  reaching very  low levels at the 
year  end.  In  1988 profitability  has  improved  as  crude  oil prices 
have  again  declined  more  rapidly than  those of products. 
The  Commission  believes  that  further  reduction  of  Community 
capacity  will  improve  refining  margins  provided  that  similar 
rationalisation  takes  place  in  other  regions  and  that  crude  oil 
prices  are market-related.  The  outlook for refining profitability 
remainn  however  uncertain  and  companies  which  are  not  integrated, 
or  insufficiently  integrated,  may  find  it  necessary  either  to 
acquire  production  interests  themselves  or  to  enter  into  joint 
ventures  with  oil exporters.  There  have  already  been  a  number  of 
developments  of thio kind  and  more  are  expected. 
Downstrcno Inventaent by Producern 
12.  Direct  investments  by  oil exporters  now  represent about  3.5% of the 
Community's  refining  capacity,  those  principally  concerned  being 
the state entities of Kuwait,  Libya,  Mexico,  Norway  and  Venezuela. 8. 
The  Commission  reaffirms  the  view  expressed  in  previous 
communications  that  such  investments  in  refining  and  marketing  by 
oil exporters  are  in  principle  to  be  welcomed  as  beneficial  to  the 
Community  industry  and  to  security of  supply.  In  particular  there 
are  considerable  mutual  advantages  in  joint ventures  which  satisfy 
the  complementary  interests  of  producers  in  securing  downstream· 
outlets  and  of  refiners  in  securing  supplies  of  crude  oil  at 
market-related prices.  The  Community's  favourable  attitude  must, 
however,  be  subject to certain conditions,  notably  that  : 
- such  investments  represent  a  long-term  commitment  to  the 
Community  market; 
- changes  in  structure  or  ownership  do  not  seriously  reduce  the 
diversity of crude oil supplies. 
- the  process  of rationalisation  of  the  industry  is  not  adversely 
affected; 
new  operators  are subject to the  same  trading conditions  as  their 
·competitors. 
External Trndc in Petroleua Products 
13.  The  net  imports  of  finished products  by  the  Community  in  1987 were 
some  27  M.t.  or  6%  of  consumption,  similar  to the  1985 level  and 
slightly  above  that  of  1986.  In  the  Commission's  view  they will 
not  rise  substantially  above  that  level,  because  the  export 
capacity  of  the  Communtiy's  suppliers will  shortly reach  a  plateau 
and  thereafter decline. 
The  Community' a  open  policy  assumes  on  the  one  hand  a  similar 
attitude  by  the  United  States  and  Japan  and  on  the  other  a 
responsible  attitude  by  exporters  of  petroleum  products  and  their 
observance  of fair trading practices. 
On  the  first  point  it  is  gratifying  that  the  United  States  has 
maintained  the  conditions  of  access  to  its  market  and  that  the 
import policy initiated by  the Japanese  Government  in 1985 has  been 
implemented. 
As  regards  relations  with  exporters,  the  cooperation  agreement 
concluded  with  the  countries  of  the Gulf  Cooperation Council  on  15 
June  1988  will  provide  new  possibilities  for  joint  analysis  of 
trade  flows  and  industrial  cooperation.  As  the  two  parties  have 
jointly declared,  the  subsequent  negotiation of  a  trade  agreement 
will  have  to  take  account  of  the  restructuring  of  the  Community 
industry  and  of  the  need  to  maintain  capacity  in  line · with  the 
fundamental  interests of the  Community  and its security of supply. 
the Internn.l Jtarket 
14.  Consultations  with  the  companies  have  revealed  a  number  of 
constraints upon  their operations,  at Community  or national level, 
which  result  from  national  regulation or  administrative practices. 
A number  of these  are identified  in  the  Commission's  recent  report 
on  "The  Internal  Energy  Market"(COM(88)238).  The  elimination  of 
these  constraints  and  harmonisation  throughout  the  Community,  so 9. 
far  as  consistent  with  Energy  Policy,  would  make  operating 
conditions  more  similar inthe  Member  States,  and  serve  the  double 
purpose  of  completing  the  Internal market  and  maintaining  a  strong 
and  sound  refining  industry  to  the  Community.  Harmonisation  in 
this  field  should  be  carried  out  within  the  context  of  the 
improvement  of  economic  and  social  cohesion  throughout  the 
Community. - 9~ 
Rccommendntiona  for endorsement by the Council 
15.  The  Commission  accordingly  proposes  the  following  recommendations 
for  endorsement  by  the  Council: 
1.  The  policies  previously  adopted  regarding domestic  refining and 
import  of  petroleum  products  should  be  continued  but  with 
greater  emphasis  on  the  regional  rather  than  the  Community 
situation. 
2.  Rationalisation  should  continue,  concentrating  upon  areas  and 
refineries  where  utilisation rates are  below viable  levels,  with 
the  aim  of raising  the  utilisation rate  of  primary  capacity  in 
all  refineries  to at least  80%. 
3.  In  the  interests  of  oupply  security  and  international 
competitiveness  the  Community  should  maintain  an  efficient  and 
viable refining industry operating at high utilisation rates but 
with  a  margin  of spare  capacity  to  meet  unforeseen  increases  in 
demand  upon  it. 
4.  The  Community  should  maintain  its  open  attitude  to  imports  of 
petroleum  products  and  to  downstream  investments  by  oil 
producers  provided  that  similar  policies  are  followed  by  other 
major  consuming  and  exporting  countries  and  that  the  viability 
of  the  Community  industry  and  its  restructuring  are  not 
adversely affected. 
5.  The  Community  should make  every effort  to reduce  differences  in 
environmental  standards  in  the various  Member  States which  could 
significantly affect industry costs. 
6.  The  responsibility  for  restructuring  should,  as  hitherto,  be 
left  to  the  companies,  provided  security  of  supply  and  free 
competition  are  not  impaired. 
7.  C~vernments should,  however,  assume  an  active role in  :-
identifying 
regula  tiona 
industry; 
and  removing 
or  practices 
obstacles  posed  by 
to  the  rationaliation 
national 
of  the 
promoting  mergers  and  joint  ventures  by  refining  companies 
not viable  on  their own. 
8.  The  Commission  should  continue  to  monitor  and  report  to  the 
Council  as necessary regarding  : 
trends  in  Community  consumption,  external  trade,  refining 
capacity  and profitability; 
developments  in  other  major  oil  consuming  and  exporting 
countries; 
progress  made  in  restructuring  and  possible  effects  on 
security of supply or competition 
progress  made  by  Member  states  in  removing  obstacles  to 
rationalisation. 10  -
Tim  OIL  11/u'UCKT  MID  nm RKFHIING  DIDUSTRY  lli Tim  CO:muilll'Y: 
RECENT  DEVELOPf1ENTS  MID  THE  PROSPECTS  UNTIL  1995 
II.  OVERVIE\:1 
16.  Now  even  more  so  than  in  the  pa!:> t  the  problems  of the  Community  refining 
industry  should be  seen  in  a  uorld conter-t,  since  the problems  in question 
affect most  of the  major  world  refining centres,  although  the  gravity of 
the  problerr.:>  and  the  emphasio  rr.ay  vary.  Moreover,  the  main  markets 
(United States,  Europe,  Far East)  are having  an  increasing effect on  one 
another,  either directly or indirectly. 
17.  Most  observers  agree  that  the  future  of  the  refining  industry  in  the 
Community  looks  uncertain.  There  are  many  contributory  factors  whose 
short-term or structural nature it is sometimes  difficult to discern.  The 
main  facts  on  which  this  assessment is based,  and  which  are illustrated in 
the  remaining  chapters  of  this  communication,  may  be  summarized  as 
follows: 
17.1.the snail  incrcnne foreseeable  in the  demnnd  ror oil in  the  Community  as 
a  result of moderate  economic  growth prospects,  substitution implemented 
or planned by  other energy  sources,  and greater energy efficiency.  Over 
the next ten years,  it is likely that total oil demand  will  level off. 
17.2 the  growing  oharc  of  motor  f\lela  - non-substitutable  products - in  the 
consumption  of  industrialized  countries.  In  the  Community  thia  growing 
requirement  can  only  be  fully  covered ·by  new  investment  in  conversion 
equipment.  The  profitability  of  such  investment  varies  according  to 
companies'  strategies,  their size,  their degree  of integration  and  the 
conditions  specific  to  the  markets  of  the  Member  States  on  which  they 
operate.  In general,  it should  be  emphasized  that it ia  difficult  to 
assemble  the capital  needed  for  major  investment  when  refining is barely 
profitable  or  even  unprofitable.  If  they  cannot  be  produced  in  the 
Community,  these  distillates  have  to  be  imported  from  non-Community 
countries. - 11  -
17.3 the  volatility  or  crude  oil  prices  and  the  likelihood  that  this 
phenomenon  will  continue,  the  prospect  of  n  gradual  rise  over  the  next 
decade  being the  most generally accepted hypothesis. 
17.4  Protection or the  environment requires  increasingly severe  standards  one 
of  the  consequences  of which  is pressure  upon  refinery  operating costs. 
There  are  varying  assessments  of  whether  the  cost  differentials 
resulting  from  differences  in  these  regulations  distort  competition. 
The  impact  in  some  f.!ember  States  of  local  constraints  ia  regarded  by 
some  as  being  at  least  as  serious  as  the  impact  of  the  national 
regulations  in  others.  In  addition,  it  io  asserted  that  the 
disadvantages  for  certain  refineries  of  high  environmental  protection 
costs  may  be  offnet by  advantages  in  terms  of siting,  capital costs  etc. 
The  significance  for  an  industry which  is already  very  much  in deficit, 
of  the  investment  which  would  be  required  to  meet  higher  environmental 
standards should  be  emphasized.  A balanced application of ntandards  of 
protection which  takes  account  both of  the needs  of the  environment  and 
of  the  particular  circumstances  of  the  industry,  and  which  is  not 
discriminatory,  would  make  it possible,  while  achieving  the  required 
level  of  protection,  to  avoid  perverse  si  tuationo  from  the  economic 
point of view whereby,  for  example,  very efficient refining capacity is 
closed while  other plants,  which  should have  been shut down,  survive. 
17.5 the  ESnintenance  or  even  bringing  back  into  operation  of'  comparatively 
unnophicticntcd  refineries  which  often  benefit  from  preferential  crude 
acquisition  conditions  and  do  not  have  their  own  distribution  network. 
These refineries,  taken  in  and  out  of service  depending  on  the  state or 
the  market,  could  to  a  large  extent  help  to  maintain  surplus potential 
supply.  In  addition,  without calling into question  the  economic  benefit 
of contract processing  operations,  there  are  those  who  wonder  about  the 
effect they  may  have  in  some  cases  in  adding to  surpluses. 
17.6 diff'erences  in  the  degree  or  restructuring  carried  out  in  the  various 
Member  States  indicated  for  example,  by  average  national  refinery 
utilization  rates  ranging  from  53%  to  93%  in  1987  and  ratios  of 
conversion  to distillation capacity varying from  11%  to 30%.  It should 
be  said,  however,  that  some  of  the  di  ffcrences  in  the  extent  of 
conversion facilities  can be  explained by  differences in  the  consumption 
structure  rrom  one  Member  State to another. - 12  -
It should be  noted  that  the  capacity  utilization rate,  which  has  so  far 
been  used  as  the  overall  criterion  for  the  state  of  health  of  the 
refining  industry,  is  becoming  less  and  less  significant.  The 
profitability of the  industry is now  determined  more  by  exogenous  factors 
(surplus  oil  supply,  crude  access  cost,  differentials  between  crude 
purchase prices  and  the  netback  from  petroleum  products  sales,  etc.)  than 
by  the  structure of the industry's equipment. 
17.7 the dcvelopcent  o:f internationnl  trade in re:fined productu.  This  trade 
increased  in volume  by  one-quarter between  1981  and  1986  in which  year it 
accounted  for  24%  (compare~ with  18%  in  1981)  of total world  oil trade  -
estimated at over  25  ~fu/d.  Within  the  Community  this  trend has  resulted 
in  an  increase  in  net  imports  of  products,  rising  from  1.5%  of 
consumption  in  1981  to  nearly  4%  in 1986.  In  absolute  terms,  net imports 
rose  from  7  Mt  in  1981  (EUR  10)  to  19  Mt  in  1986  (EUR  12).  It should be 
noted  that  this  deterioration  in  the  net  external  balance  was  not 
continuous  but  was  the  net  change  over  a  period  during  which  supply 
conditions  on  the  world  market  :fluctuated  very  greatly.  As  regards  the 
sources  of  supply,  gross  imports  o:f  products  into  the  Community  remain 
comparatively stable,  the breakdown  being roughly  20%  :from  industrialized 
countries,  45%  from  developing  countries  and  35%  :from  state-trading 
countries.  Recent  trends,  however,  indicate a  reduction  in the share  o:f 
developing  countries  and  a  steady  increase  in  that  o:f  the  state-trading 
countries. 
17.8 the  inndequncy  o:f  revenue  on  the  refined  products'  market  compared  with 
the  crude  supply  cost,  narrowing  the  refining  margin  or  even  making it 
negative.  This  is  basically a  result of  the excess  supply on  the world 
oil market.  It is felt particularly acutely by  companies  whose  activites 
focus  mainly  on  refining and  which  do  not have  their own  crude production 
or specialized  downstream activites  (petrochemicals  and  lubricants). 
In  these  conditions,  companies  1  strategic  choices,  and  in particular 
their degree  of upstream  and  downstream  integration,  and  the geographical 
distribution of their markets,  toke  on  a  decisive  importance. 
18.  Consultations  with  companies  operating  in  the  Community  have  shown  that 
sensitivity to  these  factors  varies  from  one  company  to  another.  They 
have  also highlighted constraints which  apply either to the  Community  as  a 
whole  or,  more  often,  to  certain Member  States,  which  make  the  future  more 
problematic  for  certain companies. 
2  Source  BP  Statistical Review  of World  Energy 
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Some  of these  cmwtrn.intn nre the renult of' nationnl rulen nnd regulotionn 
or administrative practices,  and  of the  specific features  of tax systems. 
For  exa~ple,  the oil companies  mentioned  the  following constraints in  one 
or  more  countries:  the  ban  on  inter-refinery trade  in finished  products; 
discrimination  by  law  or  by  practice  against  refiners  and  in  favour  of 
.importers  of  product::;:  taxation  penalizin~  liquid  fuels;  different 
consumer  taxes  on  petrol  and  on  diesel fuel;  policies encoura£ing  the  use 
of  gas  or  electricity;  persistent  walling-off  of  national 
markets  - whether  on  n  reciprocal  or one-way  basis;  pricing ayatems;  the 
national-flag  obligation;  pollution-control  measures;  differences  in 
product  quality  standards:  differences  in  taxation  and  tax-collection 
arrangements,  etc. 
Several  of  the  constraints  were  mentioned  by3the  Commission  in  its recent 
working  paper  on  the  internal  energy  market.  In  some  ~iember States  they 
tend  to  aggravate  the  difficulties  encountered  by  the  refining  industry. 
There  are  therefore  two  reasons  for  removing  these  constraints  and 
striving  for  harmonization  at  Community  level  in  order  to  make  operating 
conditions  more  equal  as  between  Member  States:  the  internal  market  goal 
and  the  need  to  maintain  a  strong  and  heal  thy  refining  industry  in  the 
Com~unity.  Their  removal  is consequently particularly urgent  except in so 
fc~ as  they  serve  the  Community's  energy policy objectives. 
19.  The  Com~ission draws  the  following  conclusions  from  the  above  analysis: 
19.1  The  process  of'  reatructurin~  the  European  refining  industry  should 
continue  over  the  long  term,  with  the  aim  of maintaining  a  competitive 
industry of  em  adequate  overall size.  Further closures will probably be 
inevitable  but  efficient  capacity  should  not  be  forced  to  close  down  in 
order  to  keep  in  operation  plants  'Hhich  are  profitable  because  of 
fortuitous  clrcum~tanccs  or  unfair  conditions  of  competition.  In 
addition,  companies  which  have  made  considerable  efforts  to  rationalize 
in  the  past  should  not  be  penalized  compared  with  othera which  have  not 
made  similar  efforts  because  they  enjoyed  the  benefit  of  artifically 
protected marl:ets. 
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19.2 It  is  necessary  to  make  the  moot  of  regional  complementari ties  and 
strengthen  the  European  dimennion  of the  companies  so  that  the  refining 
cr1pnci ty  as  n  whole  within  the  Community  is  geared  to  the  interests  of 
consumers  as  a  whole. 
19.3  TI1c  deterioration  in refining  margins  in  1987  wn~  to  n  large extent  due 
to  a  lack of :fle:ri.bili  ty in crude offtnke  condi  tiono as  well  as  to price 
fluctuations.  Freer world  markets  could  provide  a  remedy  by  making  the 
oupply conditions  of oil refineries more  comparable. 
19.4 Steps  must  be  taken  to  ensure  thot  competition  between  operators  in  the 
Community,  whether  they  are  integrated  refiners,  independent  refiners, 
importers  or  independent distributors,  in not distorted by the e:r:rect of 
national rules and regulations.  This  will help  to  open  up  the  markets  of 
the  different  Hember  States.  Certain  situations  which  are  at  preoent 
protected  (monopolies  and  other restrictions)  will be  altered as  a  result 
of the  single  market  and  the  disappearance  of  internal frontiers.  This 
ohould  lead  to greater competition  and  price  alignment. 
19.5 The  Commission  has  always  taken  the  vic\'J  that  the netting-up  by producer 
countricn of refining nnd  distribution compnnien  on  the  Coll'.muni ty  market 
is  a  favourable  development  provided  thnt  the  companies  in  question  are 
set  up  on  a  long-term  bnsis  and  comply  with  the  rules  to  which  their 
competitors  are  subject  and  that  the  investment  made  is  compatible  with 
the  proce~s  of rationalization  in  the  refining  ~ector.  Provided  that 
these  conditions  are  met,  the  downstream  integration of producers  should 
not  impair  the  security of supply or distort competition. 
In  addition,  steps  should  be  taken  to  ensure  that  nll our  OECD  partners 
adopt  a  comparable  attitude  vis-~-vis investment by  producer countries in 
downstream  activities. 
19.6 The  followin~  ~ommento are  called for  no  regards  the  queotion  of surplus 
distillation capacity: 
Pnrt of the ourpluo  does  not  raise  any  major  problema  to  the  extent that 
it io ununed.  This  is the  case,  for  example,  with the reserve capacity 
in  complex  refineries over  and  above  the  minimum  primary capacity  needed 
to  ensure  the  profitable  operation  of  the  converaion  plant  which  is 
linked to it.  Titio  is aloo  the  case  with inland refineries which are at 
nn  advantage,  £\!J  far  as  location  is  concerned  1  for  the  light product 
market,  but  cannot  fully utilize  their  primary  capacity  because  of  the 
difficulties encountered in marketing heavy products. - 15  -
Following the  major  capacity  reductions  over  the  last  ten  years,  it is 
becoming  increasingly difficult to  take  decinionn  to  clone  do1.m  further 
capacity.  In  some  cases  such  decinions  mean  that part  of the  market is 
no  longer  served,  while  in  other  cases  the  supply  channels  have  to  be 
reorganized.  However,  the  decisions  in  quention  are  part  of  company 
strategy  and  should  not  be  opposed  provided  that  they  comply  with  the 
rules of competition  and  allow consumers  to  obtain satisfactory supplies. 
A more  worrying  matter  in  the  question of keeping refinerien in operation 
or bringing  them  bnclc  into  operation,  sometimes  intermittently,  when 
factors  such  as  location,  the  demand  ntructure  or  the  lack  of  a 
distribution network  would  normally require  that they be  closed  down  once 
and  for  all.  In  a  few  cases  refineries  which  it had  been  decided  to 
close  down  have  been  sold and  reopened,  probably because of the high cost 
of closing  capacity  down  and  in  particular of restoring the  nite,  which 
make  it preferable  for  the  owner  to sell the plant.  Another factor is the 
presence  of  buyers  with  access  to  supplies  of  crude  under  favourable 
conditions.  Bringing such plants back into service  cnkes for uncertainty 
and does not help to ir:tprove  the r:w.rlcet  ai  tuntion. 
\'/i th regard  to  the  rationalization of  facilities,  there  in  n  difference 
bcblccn the Uorthcrn Europcnn cnrkets,  where  capacity han  been  reduced  to 
a  level  close  to  the  level  of  demand,  and  the  Southern  z:mrJceta,  where 
there is still a  considerable  surplus.  A special effort will have  to be 
made  to  reduce  excess  capacity  and  to  restructure  in  the  countrien  in 
question.  Use  should  be  made  of the  Community's  financial  instruments, 
where  these  are  applicable,  in  order  to  offset  the  ndverne  effects  of 
closures  on  jobs  and  the  economy  in  the  least-favoured regions. 
Taking  mnximum  economic  efficiency  no  the  guiding criterion  should  lead 
to  the  closure  of plants with,  for  example,  a  low utilization rate,  high 
operating costs,  an  unfavourable  location or equipment which in unsuited 
to  the  demand  structure,  and  which only masnive  investment could  improve. 
19.7 The  approach  adopted  by  the  Council  in 1985  to deal  with the developoent 
of'  ir=ports  from  refineries  in  the  producer  countries  is otill  a  valid 
one,  consisting  in  keeping  the  Community  cnrket  open  provided  that  two 
conditions are satisfied,  namely  : - 16  -
that the  nru:~e  ntti  tude in  adopted by  the other ll!.lljor  connucer  nnrkcts  so 
an  to  ensure  that  market  forces  distribute  among  them  the  burden 
resulting from  the  new  trade flows,  and 
that  a  renponoiblc attitude is  taken  by  nev exportern,  whereby  exporting 
enterprises  comply  with normal  commercial practices. 
Ar;  regards  the  first  point,  the  Commission  is  pleaned  to  note  that  the 
United  Staten has  maintained  the  conditions  of access  of petroleum products  to 
its market,  and  that  the  change  in  import  policy  decided  on  by  the  Japanese 
Governl"lent  in  1985  has  begun  to  bear  fruit.  Nevertheless,  it  is  still 
concerned  about  the  reappearance  of  protectionist  tendencies  in  certain 
quarters. 
As  far  as  the  second point is concerned,  the  conclusion  on  15 June  1988 of a 
cooperation  agreement  with  the  GCC  countries  should  offer  the  Community  nc\lr 
opportunities  for  a  joint  analysis  of  the  ai  tuation,  and  for  trade  nnd 
industrial  cooperation.  As  indicated  by  the  Council,  the  subsequent 
negotiations  on  the  commercial  aspects  of relations  between  the  Community  nnd 
the  GCC  will  have  to  take  account  of  the  process  of  restructuring  the 
refining  industry  and  of  the  need  to  maintain  a  production  capacity  in  line 
with  the  fundamental  interests  of  the  Community  and  its oecuri  ty  of supply. 
The  Commission  considers  that it will  be  necessary  in  thio  context  to  define 
conditions  of  access  which  reconcile  the  desire  of  the  GCC  countries  to 
safeguard  their  exports  of refined products  to  the  Community  with  the  need  to 
ensure  that  these  exports  nrc  compatible  with  the  interests  of  refiners  and 
consumers  in the  Community. 
19.8  TI1e  process  of  rationalizing  the  refining  industry in  the  Community  hao 
resulted  in job looaeo.  Between  1980  and  1986  some  28  500  jobs were  lost 
in this sector,  corresponding to  an  18% reduction.  A slight further fall 
in  employment  is foreseen  between  1986  and  1990,  but it should be  small 
compared  with previous reductions. 
Given  the  comparatively  moderate  number  of  jobs  lost  and  the 
possibilities  for  redeployment  or  early  retirement,  refinery  closures 
have  not,  r,enerally  cpeaking,  caused  acute  employment  problems. 
Nevertheless,  because  of  their  impact  on  indirect  employment,  the 
repercussions  of  closures  have  been  severe  in  regions  where  the 
industrial fabric  is not diversified. - 17  -
19.9 However  ~erioun the  problems  facing the refining industry in Europe,it is 
necessary  to  nvoid  taking  measures  which  would  make  \::orce  the 
constraints  to  which  it is  subject.  It in  f'or  the  induntry  itrlelf' to 
take the appropriate initintiven needed ior  i~~ rc~tructuring:  it is for 
the  public authorities  to  establish  the  environment  which will  enable it 
to  do  so.  We  should not  overlook the  fact  that the  ocope  for  individual 
~ction is  limited  because  of the  internntional  natu=e  of the  oil market. 
Consequently,  protectionist reactions must  be  avoided,  since  they  would 
simply  spark off similar co1.mter  rncnsures  outside  the  Community,  nnd  the 
end  result  might  be  more  damaging  for  the  Community  than  the  open  and 
cooperative  approach  pursued  so  fer. - 18  -
III.  OIL  CONSIDWTION  IN  TilE  CO:n.iUfHTY 
Oil  a~d encrer consumption in the ~~ity 
20.  Since  the  early  1970:::  oil's  share  of  primary  enermr  consumption  in  the 
Community  has  fallen  sharply,  from  63%  of  the  Corr~unity's  enc~gy 
requirements  in  1973  to  47%  in  1986,  n  rlo•.m.,.rard  trend  which  cc.:.1  be 
expected  to  continue  in  the years  ahead. 
Nevertheless,  oil  is  still the  Community's  lending  energy  source  ;111d  is 
set to  remain  so  until  the  turn  of the  century. 
One  of  the  cgmmuni ty' s  energy  objectives  approved  by  the  Council  in 
September  1986  was  to  reduce  oil's  share  of  energy  consumption  in  the 
Community  to  nround  40%  by  1995  (33%  for  imported oil). 
The  latest  national  estimates  published  in  the  Commission's  recent  r~vicw 
of  the  r.iember  States'  energy  policies  provide  further  evidence 5'f  the 
predominant  role  played  by  oil  in  the  Commtmi ty'  a  energy  supplies~  ·.~."'hey 
suggest that oil could  cover  43%  of the  Community's  cnercr  requirem~nt~; by 
1995  (see  Table  1). 
Table  1 
EUR-12  Primary  energy consumption  1973-95 
In million::;  of tonnes  1973  1985  1986  1990  199:.3 
Oil  equivalent  (Member  States' 
(M.toe)  estimates) 
Oil  647  489  505  506  501 
Solid fuels  232  239  232  245  266 
Natural gas  117  185  187  202  211 
Primary electricity  33  143  150  168  182 
Total  primary  1029  1056  1074  1121  1161 
energy consumption 
4 
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21.  An  assessment  of  the  oensi ti  vi  ty  of  oil  consumption  to  crude  oil  prices 
follows  later in  this section.  Two  price  scenarios  arc  considered: 
(i)  a  high price  scenario  in which  prices  bounce  back rapidly to between  USD 
25  and  USD  30  per barrel  (in 1988  dollars)  and  oil consumption  falls  to 
485  Mt  by  1995; 
(ii)  a  low  price  scenario  in which  prices  hold  oteady  at  between  USD  15  and 
USD  20 per barrel  and  oil consumption  rises to  520  f-.!t  by  1995. 
22.  Not  only  are  future  price  trends  an  unknown  quantity  but  uncertainties 
remain  concernin~ oil  demand  in  transport  and  industry. 
The  latest  estimates  forecast  that  demand  for  motor  fuels  (petrol  and 
diesel  fuel)  which,  together,  account  for  33%  of  all  demand  for  oil, 
should gro.,,  by  between  1.5 and  2%  n  year until 1995.  Higher growth - and 
the  1986  and  1907 figures  point  to  demand  for  these  two  products growing 
by  as  much  as  4%  a  year  - would  further  increase  the  proportion  of  •  motor  fuels  and  reinforce  the  trend  towards  the  lightening of the product 
barrel. 
Heavy  fuel  oil consumption  in  industry is unlikely to  increase.  In fact, 
most  forecasts  suggest  the  opposite. 
Should  these  projections  for  motor  fuelo  and  heavy  fuel  oil  prove  true 
they  are  bound  to  have  an  impact  on  refining economics  and on  investment 
in  conversion units. 
23.  One  final  uncertainty  which  could  change  the  pattern  of  demand  for 
petroleum products  is the possible  increase in heavy  fuel oil consumption 
at power  stations  in  the  mid  19905.  This  will  have  to  be  watched  very 
closely if the  objective of limiting oil's share  in this sector to  15%  is 
to  be  attained.  The  data from  the  Member  States indicate that 14%  of the 
Community's  electricity could  be  generated  from oil by  1995. 
ncccnt oil conmmption trendn and  ohort-tcn:~ pronpcctn  (1988) 
24.  The  downward  trend  which  had  continued  until  1985  ended·  in  1986  when 
total oil consumption  in  the  Community  rose significantly,  by  over  3%,  to 
502  Mt. 
This  higher consumption  reflects  the  big reduction in oil prices in 1986. 
Although  the  fall  in  crude  prices  was  not  paosed  on  completely  or 
immediately,  consumer  prices  nevertheless  fell  in  most  Member  States, - 20  -
thus  stimulating consumption.  In  addition,  consumers  took advantage  of 
the  attractive prices  to build up  their stocks,  particularly of heating 
oil.  This  too  played  a  part in  the  increase  in consumption. 
In  late  1986  and  throughout  1987  crude  prices  recovered  and  fluctuated 
around  the  OPEC  marker  price  of  US  $18  a  barrel.  Petroleum  product 
prices  made  a  slower,  less complete  recovery  than  crude  oil prices.  This 
trend made  refining  far  less  profitable  in  1987,  in  direct  contrast  to 
the  situation  in  1986.  The  latest  data  indicate  that  total  oil 
consumption  in  1987 was  the  same  as  in  1986. 
25.  Based  on  the  economic  growth  and  crude  oil  price  assumptions  set  out  in 
Table  2,  oi  1  consumption  can  be  expected  to  increase  in  1988,  by 
around  2%. 
Table  2 
EUR-12  Recent  trends  and  main  assumptions  for  1988 
I GDP  growth  (%) 
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imported crude oil 
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26.  The  upswing  in  oil  consumption  starting in  1986  waa  attributable  mainly 
to the  sharp  increase  in  demand  for  petroleum  products  in  the  transport 
sector,  i.e.  petrol,  diesel fuel,  aviation kerosene  and bunker fuels. 
Together,  these  four products  accounted  for 43%  of all oil consumption  in 
1986.  Their  ohare  is expected  to grow further in 1987-88. - 21  -
Heating oil  con~umption is no  longer falline but has  levelled out.  Heavy 
fuel  oil  conswnption,  however,  continues  to  fall,  though  deliverien 
should  be  only  slightly down  in 1980. 
t.nnex  A-1  seto  out  data  on  consumption  of  each  of  the  main  petroleum 
JH·oducts  between  1985  and  1988. 
n~di.u':'-terrn proopects for oil constu:Ption  (1995) 
27.  Hedium-term  oil  consumption  trends  in  the  Community  will  depend  on  a 
series of factors,  notably: 
(i)  economic  and  industrial output growth rates; 
(ii)  the  progress  made  towards  the  more  rational use  of energy; 
(iii)  oil prices  and  inter-fuel competition. 
28.  T.-10  scenarios  have  been  chosen  to  project  likely  oil  demand  trends. 
6 
T~blc 3  presents  the  main  assumptions  made  in  each. 
There  are  two  differences  between  these  scenarios  and  those  in  th~ 
previous  communication  from  the  Commission  on  the oil refining industry: 
(i)  the  time  scale for  the projections has  been  extended  to  1995; 
(ii)  the  three  1986  scenarios  assuming oil prices of usn  15,  20  and  25 n 
barrel  (in  conotant  1986 dollars)  representing higher,  unchanged  or 
lower  consumption  in  1990  than  in  1985  have  been  replaced  by  two 
price  scenarios  - one  for  usn  15-20  a  barrel  (in  1988  dollars)  in 
which  consumption  increases up  until 1995,  the other for  usn  25  30 
a  barrel  in which  consumption  declines  from  1989. 
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Table  3 
EUR-12  :Projections  for  1995:  principal  assumptions 
GDP  growth 
Oil  price 
{in  1988  dollars) 
Total oil consumption 
in 1995 
HIGH  OIL  PRICE 
SCENARIO 
LOW  Oil.  PRICE 
SCENARIO 
Average  2.6%  a  year between  1985  and  1995 
giving growth of 29%  over  ten years 
Return  to  US  $25-30 
per barrel in  1989 
and  holding  steady 
until  1995 
485  Mt 
Fluctuating between 
US  $15 and  20 a 
barrel  (towards 
the  top  end of the 
range  in 1995) 
520  Mt 
29.  The  two  scenarios  both  assume  the  name  GDP  growth  and  agree  with  the 
Member  States  consumption  forecasts.  As  stated  in  paragraph 8,  the 
Member  States forecast oil consumption  in  1995 nt 501  Mtoe,  in the  middle 
of the range  suggested by  the  two  scenarios. 
30.  In  the  high  oil  price  ncennrio  total ·oil  consumption  would  slip  back 
again  after  the  1986-88  increase  to  return  to  around  the  1985  total  of 
485  Mt  by  1995.  The  breakdown  of consumption  by  product  category would 
however  change  between  1985  and  1995,  with  a  20 million tonnes  increase 
in  consumption  of  petrol  lterosene  and  diesel  fuel  in  transport  being 
offset  by  a  similar  fall  in  heating  oil  consumption  in  homes  and  heavy 
fuel  oil consumption  in industry. 
31.  In  the  lov oil price  ncenario  the  recent upward  trend in oil consumption 
would  continue  to total around  520  Mt  in 1995. - 23  -
The  main  drivinc  force  behind  this  growth  would,  once  again,  be  the 
increase  in  consumption  in  transport  (up  32  million  tonneo  between  1985 
and  1995).  Demand  for  heating oil  would  hold  steady,  while  demand  for 
heavy  fuel  oil should be  around  10 million  tonnes  down  on  1985. 
Annex  A-2  nets  out  the  consumption  data  and  estimates for  each petroleum 
product between  1980  and  1995. 
J.Tedium-tcrm  consumption proopecto  on  aeen by the oil compnniea 
32.  Most  oil  companies  consulted  by  the  Commission  expect  consumption  in  the 
Community  to  remain  close  to  1987  levels,  albeit  with  significant 
differences  from  one  Member  State to  another.  Increased  demand  for  fuel 
in  transport  ohould  be  offset  by  lower  demand  for  heating oil  and  fuel 
oil.  Nevertheless  a  few  companies  predict that consumption  could decline 
to  the  1985  level  by  1995.  The  oil  companies'  total  consumption 
projections  therefore  fall  within  the  ranges  suggested  in  the  two 
scenarios  considered  by  the  Commission. 
Generally  oil  prices  should  range  between  USD  15  and  25  (in  1987 
dollars);  they  could  move  outside  these  limits  but  not  for  long  on 
corrective factors  would  soon  come  into play.  Price elasticity of demand 
is  thought  to  be  weaker  than  it  was  at  the  time  of  the  1986 
consultations. 
Inter-fuel competition 
33.  The  1995  conoumption  estimates  for  the  two  ocennrio!l  are  baoed  on  the 
e;eneral  assumption  of  abundant  supplies  of  oil  and  ito  rival  fuelo 
throughout the  period covered.  The  following additional  as!lumption!l  were 
made  as  regards  competition in specific sectors. 
In  the  reoidentinl  and  serviceD  nectar,  the  trend  to  replace  oil  by 
natural e;as  and,  in some  Member  States,  electricity io likely to continue 
if oil prices rise again but  would  end if prices remain  low. 
There  seems  to be  no  threat  to  the  preference for  coal at exiating power 
stations  no  matter what  the oil price  ocennrio  oince  exportero of coal  to 
the  Community  have  already  proved flexible  enough  to  adjuot their prices 
downwards.  Nevertheless,  bearing in mind  the  heavy investment needed  to - 2'·  -
receive  and  handle  coal,  persistently  low  oil  prices  could  influence 
decisions  to  build  new  power  stations,  especially  since  some 
Member  States  have  mothballed  oil-fired  power  stations  which  could  be 
recommissioned  without great cost. 
Ponsible  decisions  by  certain Member  States to  defer  the  construction or 
coMmissioning  of  nuclear  power  stations  could  result  in  some  oil-fired 
power  stations being brought  back  into service. 
Finally,  there  has  been  a  certain amount  of pressure  to  burn  more  natural 
gas  at power  stations. 
34.  In  industry.  there  nrc  four  main  reasons  for  the  decline  in consumption 
of heavy  fuel  oil: 
(i)  industrial  restructuring  and  the  switch  to  less  energy-intensive 
products; 
(il)  the  campaign  to  save  and  make  more  efficient use  of energy; 
(iii)  the  concern to protect the  environment;  and 
(iv)  the  switch to rival  energy  sources. 
These  changes  will  continue  in  the  years  ahead,  albeit  with  a  smaller 
reduction  in  fuel  oil consumption.  Restructuring is sure  to continue  but 
pernistently  low  energy  prices  over  several  years  could  delay 
technological  developments  leading to  greater energy  efficiency. 
35.  To  sum  up  the  prospects  for  ,-cater inroadn  by  rlvnl  energy  uourcco  in 
induntry: 
electric!  ty  should  capture  a  larger  share  as  specific  applications 
develop; 
coal  should  find it difficult to increase its share  since most  large 
consumers  who  found it to their economic  advantage  to  switch to coal 
have  already  done  so  (for  example  cement  works),  while  the 
disadvantages  of handling  and burning coal  which  have oeterred small 
and  medium  consumers  in  the past are likely to remain. - 25  -
natural  ~as is likely  to  continue  to  increase  its share  as  the  grid 
is  extended  in  the  Member  States  which  currently  have  limited 
facilities  (Spain  and  Ireland)  or  none  (Greece  and Portugal).  This 
increase  in  market  share  can  be  expected  to  continue  in  both  oil 
price  scenarios  since  gas  prices  arc  aligned  on  the  price  of 
petroleum  products  albeit after  a  certain time  lag. 
36.  There  could  be  a  far  bip,ger  increase  in  natural  gas 1 s  share  and  a 
spectacular  decline  in  fuel  oil  use  if  the  Corr.muni ty  or  individual 
Member  States  were  to  adopt  environmental  protection  legislation  so 
strict that fuel  oil was  virtually forced  off the  market. 
Industrial  sources  suggest  that this  will  probably  occur  in  Germany  once 
all the  Community  and  German  standards  on  the  prevention of pollution by 
gaseous  emissions  from  combustion plants  enter into force.  In this case 
by  its  very  nature  as  a  clean  fuel  natural  gas  would  emerge  as  the 
substitute fuel. 
In  this  connection  it  should  be  noted  that  one  of  the  principal 
objectives  of  the  Community  legislation,  and  in  particular,  of  the 
proposed  airective  on  large  combustion  installations,  is  to  avoid 
policies  which  could  contribute  to  the  elimination  of  one  of  the 
competing  fuels.  The  different  emission limit  values  proposed  for  each 
of  the  fuels  have  been  established  with  this  in  mind.  This  io  not  to 
question,  however,  the  competitive  advantage  of natural gas  by virtue of 
its cleanness. 
37.  The  measures  taken  as  part  of  the  programme  to  complete  the  internal 
market  to  hlli"CCIf1i:r.:e  excise  dutieo  on  petroleum  products  and  to  bring 
closer  the  VAT  rates  for  various  fuels  could  radically  change  the 
competitive  pooi  tion  and  hence  the  various  patterns  of  consumption  of 
energy  and  of  different  petroleum  products  in  certain  Member  States. 
However,  in  the  Community  an  a  whole  they  should  have  little  impact  on 
consumption  of  each  energy  source if the Commission's  proposals to  align 
the rates  on  the current overage  are  implemented. 
Intcr-f'ucl competition nn  neen by the oil companies 
38.  Most  oil  companies  feel  that all  fuels  should  compete  on  equal  terms  and 
thnt  the  tnx  or  other  advantages  enjoyed  by  natural  gas,  conl  and 
electricity should be  abolished.  This  would  promote flexibility between 
fuels  and  encourage  large  consumers  to  equip  themselves  to  burn  two  or 
more  fuels at their plants. 
Nevertheless  this  demand  for  neutral  taxation  of  the  various  forms  of 
energy  conflicts  with  one  of  the  Community's  energy  objectives - to 
reduce  oil consumption  and,  hence,  the  Community's  dependence  on  imported 
oiL - 26  -
IV.  CRUDE  OIL  SUPPLIES  AND  Il!POnTS  OF  PETROLKUH  PRODUCTS 
Crude oil nupplies 
Pattern of supply 
39.  Defore  1974  the  Co~munity imported  almost  all  its  crude  oil,  primarily 
from  OPEC  members.  Today  the pattern of supply ia far more  diveraified, 
with the  Community  producing around one-third of its crude  oil itself and 
importing  the  other two-thirds  from  a  wide  variety  of aourceo  (see  Annex 
A-3). 
Thus  crude  oil production  in the  Community  (which  has  just 1.4%  of  the 
world's  estimated  oil  reserves  of  96  000  Mt)  has  grown  steadily  since 
1974  when  it  stood  at  just  13  Mt  or  2%  of  the  Community' a  supplies. 
Boosted  by  the  jump  in oil prices  from  around  USD  3  per barrel in 1973  to 
USD  34  in  1981,  production  in  the  Community  peaked at  around  149  Mt  or 
34%  of  the  Community's  needs  in  1986.  In  1987  crude  oil  production  in 
the  Community  fell  for  the  firot  time,  to  145 Mt.  The  United  Kingdom 
still produces  almost  85%  (122  Ht)  of the  Community's  output although all 
the  other Member  States except Belgium,  Ireland,  Luxembourg  and Portugal, 
also  produce  some  oil,  from  ns  little as  1  Mt  in  Greece  to  5  Mt  in 
Denmark.  Most  of  the  oil  produced  in  the  Community  io also  refined in 
the  Community,  only  a  small proportion  (no  more  than  20%)  being exported, 
most  of it to  the  USA.  Projections  based  on  today's oil prices foresee  a 
further decline  in  output until  1995,  particularly in the  United Kingdom, 
with output  then  levelling out at just above  100 Mt. 
40.  Oil  importn  froo  non-corn~ty countrien  fell  steadily  between  1974  and 
1987,  accompanied  by  a  marked  diversification  of  sources  of  supply. 
Total  crude  oil  imports  fell  from  560  Mt  in  1974  to  328  f.tt  in  1986  and 
1907.  Industrialised countries'  (principally Norway)  share  of  supplieo 
rose  from  0  to  7%  and  the  Sut.!.et  Union' o  from  1  to  6%,  while  the 
developing countries'  share  plummeted  from  97%  to 57%.  OPEC  provided  no 
more  than  45%  of  the  Community's  supplies  in  1987  compared  with  around 
94%  in  1974.  The  Gulf  Cooperation  Council  members  bore  the  brunt  as 
their share fell  from  45%  in 1974 to just 14%  by  1987.  Consequently,  the 
Community's  crude  oil  supplies  arc  now  far  more  diversified  than  they 
were  ten  years  or  so  ago,  which  in  fully  in  line  with  the  Community's 
security of supply objectives.  The  projections for  oil connumption  and 
production  in  the  Community  suggest  a  steady  increase  in  imports,  with 
the  sources  depending,  as  in  the  pant,  primarily  on  availability  and 
price.  The  security  of supply  objective  impliec  that the  emphasis  must 
be  placed  on  prospecting  for  and  producing  new  resources  in  the  lo!ember 
States  as  well  as  on  maintaining  a  satisfactory  variety  of  sources  of 
supply for  imports  from  outside  the  Community. - 27  -
Quality problems 
41.  As  environmental  regulations  have  been  tightened  up  and  the  pattern  of 
demand  has  chaneed,  greater  emphasis  is being placed  on  the  availability 
of light,  lov-oulphur cn.tdeo  than  in the past.  The  average API  gravity 
of crudes  processed  -- apart  from  the  period when  additional heavy  fuel 
oil was  required  because  of the  1984 miners'  strike in the  United  Kingdom 
-- held  relatively  oteady  until  1985  when  the  crude  olates  began  to 
lighten  before  becoming  heavier  again  in  1986  when  Spain  and  Portugal 
joined the  Com~unity.  At  the  same  time  the nulphur content of imported 
crudes fell  steadily to  an  average  of 1.1% by  1985.  Since  1986,  however, 
it has  risen slightly and  now  averages  1.36%  (see  Annex  A-4). 
42.  P.1ost  of  the  industry  does  not  share  the  fears  voiced  by  certain  circles 
that  the  supply  of  low-sulphur  light  crudes  might  not  be  enough  to 
satisfy  demand  and  considers  that  supplies  should  be  adequate  at  least 
until  1995. 
On  the  cupply  nide,  there  is  still  a  cignificant  ourplus  worldwide  of 
low-sulphur  crudes,  as  can  be  oeen  from  the  narrow  price  differential 
between  low-sulphur  and  high-sulphur  crudes.  Norway  will  continue  to 
otep  up  its  output  of  low-sulphur  cruden  in  the  years  ahead,  though 
output  from  the  United  Kingdom  will fall.  Recently,  new fieldn  of this 
type  of  crude  were  discovered  in  Venezuela,  Yemen  and  the  Soviet Union. 
On  the  demand nide,  consumption of heavy  fuel oil is continuing to fall, 
both  in  absolute  terms  and  m1  a  proportion  of  consumption  of petroleum 
products,  not  only  for  environmental  reasomJ  but  also  as  n  result  of 
inter-fuel competition  and  energy policy. 
Taken  together,  these  supply and  demand  trends  suggest that  there will be 
enough  low-sulphur crude  to  satiofY  demand  until  1995 at  least,  despite 
the  expected  tightening-up  of  environmental  standards  in  the  Community. 
Some  observers fear  that after  1995 growing  demand  for  low-sulphur  crude 
in  the  USA  could create tension  on  the  world  market which  would  trigger a 
sharp  increase  in  the  price  of  low-sulphur  crude  in  comparison  with 
high-sulphur crude. - 28  -
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I~ports of petrolcun products 
43,  For  mnny  year:::  the  Community  has  pursued  a  liberal  policy  on  oil 
i~ortG from  non-Co~~unity countries. 
In practice,  the  duties laid down  in  t:he  Common  Customs  Tariff  (CCT) 
have  not  been  reimposed  at  .:my  time  eincc  1979  even  thoug."l  some 
exporters  have  repeatedly  exceeded  the  ceilings  r.et  under  the 
Generaliz~d System of Preferences.  (GSP) 
In  Jtme  1985  the  Community  introduced  mni  toring  on  imports  o.nd 
informntion  nystens  so  as  to  gain  an  understanding  of  exporters  1 
intentions.  A  ~imilar  system  wan  adopted  in  July  1985  for  the 
larger group  of countries  in  the  OECD/IEA.  The  Community  maintains 
close  contt~ct with the  exporting countries  concerned so  that the  two 
sides  c2n  compare  oil supply  nnd  demand  forecasts. 
In  this  vmy  the  Community  regularly  ncsesses  the  impact  of  ito 
current  policy  ot'  giving  new  exporters  an  opportunity  of 
establishing ntnhle outlets  on  the  Cor.ununi ty market provided  they  do 
not  en(bnr,er  the  maintenance  of  n  sufficient  level  of  refining 
capncity to  cati:.fy  thC:  legitim:~.te concern for  occurity of nupply. 
The  situation  todav 
44.  GI"Cl~m  impo::-tn  o!'  petroleum  products  (including  feedstocks)  from 
third cctmtrict> were  about  109  l•tt  in 1987,  i.e.  nn  increase of 6.  5% 
(G. 6  .Mt)  compared  with  198C,  moot  of  this  increase  being  nharcd 
between  Frnnce  nnd  Italy.  Deductins;  the  32  Mt  exported  to 
non-Cor;,rr.u:'lity  countries  (the!  nnr:1e  as  in  l906),  the  Com:nunity 
imported  a  net  76  lit,  including feedstocks,  almost  7  ~tt  more  than in 
1986  (s~c  ~nnexes D-1,  B-3  and  B-9). 
45.  Lookine  ut  t:he  courcco  of  r~upply,  between  1986  nnd  1987  the 
State-trn.dins;  countriec'  ohare  grew.  fastest  (by  13%  or  4.6  Mt), 
followed  by  the  industrialised  countrie:J'  ( 7.  5%  or  1.  5  mt)  and, 
fin<llly,  the  developing  countries'  (up  1%  or  0.5  Mt).  The 
developing  countries  remained  the  leading  nource  of  supply  in  1987 
nt  42~.  The  State-trading countries'  share  haD  grown,  however,  to 
38%,  the  highest  figure  in  reccn  t  yearn.  The  induotrinlized 
countrie~'  chare  of  supply  ic  holGing  ctc:.:tdy  at  around  20%  (see 
J.nnexc~ D-1  and  B-5) 
Analy:::ing  the  changer;  in  petroleum  product  imports  by  cuntor~<J 
trenb:::cnt:,  imports  nt zero  duty were  olightly down  on  1986  nt 61%. 
\'11 thin  this  cntcgory  imports  for  opecific  processing  or  chemical 
converni.on  contlnued to take  a  large  share at 48  Mt,  almost half the 
total.  thour.h  slightly  co';m  on  1906.  Importn  covered  by  the 
Generalised  System  of  Prefcrencen  (GSP)  tooY.  their  shnrc  of  all 
impo::-tn  up  to  21%.  Consequently,  only  nro~~d 18%  of oil imports  into 
the  Col!'ununi ty  in  1907  were  liable  to  the  normal  Common  Customn 
Tariff  (CCT)  duties.  Thi!::  proportion  has  held  relatively  steady 
over the last few  ycnrs  (See  Annex  B-6). 
46.  The  brcr~down of imports  by  product category for  1987 shows,  as  waa 
traditionally  the  cnsc  before  the  introduction  of  the  "netback 
dealo"  in  1906,  n  return  to  the growth  trend in heavy oils  (gas  oil - 30-
and  fuel  oil)  which  again  take  over  t~1o-thirds  ( 68%)  of the  total or 
73  Ht.  r'.uch  of  this  increase  in  imports  of  heavy  oils  and,  in 
particular,  fuel  oil  (up  4.3  Mt)  can  be  attributed  to  greater 
consumption  at  power  stations,  especially  in  Italy.  Light  oils' 
nhare  fell  a  little  to  20%,  111hile  that  of  other  products  (LPG  and 
petroleum  cokA)  held relatively steady  (see  Annex  B-7). 
47.  Intrn-C<>r:t,.1mi ty  trade  in  petroleum  products  in  1987  was  around  9% 
down  on  19BG,  with  a  total  volume  of  86  Mt.  The  1987  figures  for 
trade  in  petroleum  products  between  the  Member  States  confirm  the 
Nether  land::;  ( 31  Mt) ,  the  United  Y.inr,dom  ( 5  Mt)  and  Spain  ( 5  Mt)  as 
the  lending net  exporters  and  Germany  as  by  far  the  top  importer  (at 
29  f.lt).  However,  after adding  trade with  non-Community  countries 
only  the  Netherlands  (nt  20  Mt)  and  Spain  and  Greece  (approximately 
3  Mt)  remain  net  exporters  of  petroleum  products  (see  Annexes  D-2 
and  B-9). 
48.  Figures  for- 1987  show  thot  the  Community  as  n  whole  imported  a  net 
2:1  Itt  of' i'inished petroleum prodttct:l,  excluding  feedstocks,  (total 
importn  minus  total  exports)  or  around  6%  of its  total  consumption. 
This  is  comparable  to  the  volume  recorded  for  the  Ten  in  1985  but 
significantly higher  than  the  1986  figure  (see  Annex  B-10). 
Prospects  for  imports  of products  from  third countries 
49.  There  ic  nothing  to  suggest  on;•  significant  increase  in  oil imports 
from  non-Community  countries  over  the  next  few  yearo.  There  ore 
Sf~vernl  rea!Jons  for  reaching  thi!:!  conclw:;ion. 
First,  the  rr.oVP.:J  to  liberuline internntionn.l  trnde in oil products 
ore  continuLnR  nnd  being  stepped  up,  particularly in  Japan,  which 
sharply  increased its  importo  of all product  categories in  1986  and 
then  neain  in  1987.  According  to  the  OECD  data,  net  imports  now 
cover  24;':,  of  conoumption  in  Japan,  and  3%  in  the  USA  ( G%  in  the 
c~mmuni  ty).  l:t'hile  c~rtain circles in the  USA  nrc still calling for 
the  introduction of  nn  import  fee,  care will have  to be  taken  during 
thC"  bil  :lt':'Or<'ll  and  mul tilaternl  discuasions  within  the  IEA/OECD  and 
GATT  to  avcid  decisions  dictated  essentially  by  budget 
considerations  but detrimental  to intcrnntionnl  trade in oil. 
50.  Second,  there  are  signa  of a  stabilization in  imports  from  the  crude 
oil  producing  regions  which  brought  into  service  new  refining 
capucity geared  to  the  e~port market,  particularly the countries  in 
th:!  Gulf Cn'lperhtion  Council.  flo  further  r.:ajor  increase is expected. 
Indr;ed,  havinp,  regard  to  the  capacity  in  service  or  ncheduled  to 
come  on  stream  in  the  near  future  Gild  the  expected  increase  in 
consur;1ption  in  the  countries  concerned  and  their  neighbouro,  the 
fmrplun  of"  e:r.porwhlc  oil prrnluctn  should otnrt to !"nll  steadily in 
the  early  1990's,  particularly  amongst  the  OAPEC  (Orgnnioation  of 
1\rab  Petroleum Exporting  Countries)  members. 
Finally,  if the  trend  observed  over  the  last  few  years  for  the 
produ~ing countrien  to invest  in the  downotrenn  branches  of the  oil 
induntry in  the  Community  were  to  continue,  the  countries  concerned 
'I'!OUld  prob.:tbly  concentrate  on  exporting  crude  oil,  rather  than 
refined productn,  to  the  Community  market. - 31  -
nelationn vith the Gulf Cooperation Council  (GCC)  countrien 
51.  The  Cooperation  Agrem:~ent  concluded  on  15  June  1988  between  the 
Community  and  the  Gulf  Cooperation  Council  countries  (Bahrain, 
Kuwait,  Or.tan,  Qatar,  Saudi  Arabia  and  the  United  Arab  Emirates) 
should  help  to  bring  about  closer  economic  cooperation  between  the 
two  sides.  In  the  case  of  energy,  this  agreement  ohould  make 
possible  in-depth  analyses  of  trade  in  oil  between  the  two  regions 
and  of their industrial implications,  particularly for  the refining 
industry. 
The  oil industry in  the  Community  has  shown  interest in  these first 
nteps  towards  bringing  the  Community  and  the  GCC  countries  closer 
together.  The  Commission  believes  that  the  industrial  cooperation 
planned  should  focus  on  areas  in  which  the  two  aides  complement 
each  other and  take  account of the  interests of oil companies  in  the 
Community  and  the  GCC  in  the  upstream  and  downstream  porto  of  the 
oil  industry  in  the  two  regions.  The  industry  must  therefore  be 
involved in  implementing the  cooperation  agreement  since  attainment 
of its  objectives  will  depend  to  a  large  extent  on  the  industry's 
voluntary cooperation. 
52.  An  for  the  possible conclusion of a  trade ngreeoent,  the  Commission 
will  as  required by  its mandate  from  the  Council  in  accordance  with 
the  GATT  rules,  ensure  that  any  industrial  and  trade  measures 
adopted  in  no  way  jeopardize  the  restructuring  of  the  refining 
industry and  the  maintenance  of the  refining capacity  needed  in  the 
Comnunity  to  safeguard its security of supply. 
In  keeping  with  its  longstanding  policy  of  liberalizing 
international  trade  in oil,  the  Commission  is convinced  that closer 
relations  with  the  GCC  countries  and  other  exporters  will  help  to 
make  the  world oil  market work  better to  the benefit,  in the final 
analysis,  of all oil-importing and  oil-exporting countries. - 32  -
V.  TIIE  STATF.  OF  TilE  REFIUIUG  INDUSTRY  AriD  ITS  PROSPECTS 
Re:finine industry vorldlfide 
53.  As  a  result  of  the  integration  of  the  ... rorld  markets  for  crude  oil 
and  refined products  the  Community  refining industry is now  affected 
to  a  large  degree  by  the  re:fining  situation  in  the  other  parts  of 
the world. 
Changes  in  primary  capacities,  refinery  throughput  and  rates  of 
utilization  between  1980  and  1986  for  the  main  areas  of  the  world 
are  shown  in Annex  A-5. 
54.  Vorld primary  capacity was  reduced by  some  8%  between  1980  and  1986 
as  a  result of closures  in primary capacity in the  Community  (-33%), 
in  the United States  (-14%),  in Japan  (-16%)  and  in  the rest of the 
world  (-2%).  These  closures  have  been partially offoet,  however, 
by  the  creation of fresh  capacity in Africa,  the Middle  East and  CPE 
countries  (increase of the  order of 15%). 
Refinery  throughput  decreased by  5%  in  the  world  as  a  whole;  the 
regions  where  capacity  was  reduced  are  also  the  regions  where 
refinery throughput  decreased.  In contrast,  throughput  increased 
in Africa,  the fUddle  East  and  CPE  countrieo. 
The  nveraee utilization of primary capacities in the world  increnned 
very little between  1980  and  1986  (from 74  to 76%),  the increase  in 
the rate of utilization in  the  Community,  the  United States,  Africa 
and  the  Middle  East  heine  almost  offset  by  drops  in  utilization  in 
Japan,  CPE  countries  and  the  rest of the world. 
55.  Developments  in  1987  are  thought  not  to  have  changed  fundamentally 
the situation  described by  the  1986  figures  because  of the  relative 
stability  at  world  level  both  of  refining  capacities  and  of  oil 
demand. 
The  situation  in  the. refining  industry  is still  marked  by  a  world 
ourplU!J  of  the  order  of  one  quarter  of  the  inntnlled  pril!ml"y 
capacity.  This  surplus  refining  capacity  in  a  market  with  ample 
supplies  of  crude  oil  will  continue  to  exert  downward  pressure  on 
the profitability of refining  operations  both  in  the  world  and  in 
the  Community.  ' - 33-
Refining capacity in the Coomunity 
56.  Since  1980  there  ha~  been  a  continued  reduction  in  priw~~ 
dintillntion  cnpnci  ty  in  the  Cor..muni ty,  which  has  fallen  from 
920M  t/yenr in  January  1980  to  595M  t/year  in January  1987,  i.e.  a 
reduction  of 35%  in seven years  or  come  5%  a  year. 
1987  was  marked  by  a  cignificnnt  drop  in  the  rate  of  closures, 
cap ad  ty  decreacing  by  3M  t/year  (i.e.  0.  6%)  to  592~1 t/year  in 
January  1988. 
1988  and  1989  should  see  the  1987  trend continue.  According to  the 
information  received  from  oil  companies  primary  installed  capac!  ty 
should  drop  slightly,  reaching  578M  t/year  in  January  1990.  By 
then  the  total  reduction  in primary  capacity since  the beginning  of 
1980 will  amount  to  342M  t/year  (i.e.  37%). 
57  Some  distillation c::1pacity  which  had  been  temporarily closed in 1985 
or had been  mothballed  was  reactivated in 1986,  taking advantage  of 
the  general  upswing  in  the  profitability of  refining  operations  in 
that year. 
Some  installations were  sold to  new  operators,  e.g.  the  RDP  refinery 
in  Antwerp  was  bought  by  NYNAS  and  the  Korean  company  DAEWOO  while 
the  EXXON  refinery in  Hambt~g was  bought  by  a  subsidiary of COASTAL. 
Recommissioning  of  the:::;e  plants  and  the  continued  operation  of 
capac!  ties  expected  to  be  shut  down  contributed  to  the  reduced 
rate of restructuring  observed  in  1987. 
58.  The  Community's  refining capacity,  which  stood at 592  mio.t/y nt 1st 
January  1988,  io  divided  among  four  large  categories of operators in 
the  following  way 
- 24%  belongs  to  integrated  companieo  whose  refininr.  capac!  ty  is 
essentially  located  in  one  Member  State.  This  group  includes 
CEPSA,  DEP,  ELF,  ENI,  PETROGAL,  ~1EPSOL and  VEBA. 
21%  belongs  to  companies  which  r~c present in  two,  three  or four 
Member  States.  Thio  group  includes  GFP,  PETROFINA,  KPC,  HOBI!.  nnd 
TEXACO. 
- 3:?%  belongs  to  companicc;  which  have  refineries  in  nt  least  five 
Member  States.  This  group  includes  DP,  ESSO  and  SHELL. 
23%  belongs  to  independent  non-integrated  refiners  such  ns  SARAS 
whose  refining activity is located in n  ninzle  member  state. - 34  -
An  regards  market  sales,  those  companies  whose  refining activities 
nrc  concentrated  in  a  single  Member  State  generally  realise  the 
greater part of their sales  in that country.  The  sales of  co~panics 
which  refine  in  several  Member  States,  on  the  other hand,  tr.nd  to  be 
more  evenly  divided  among  the  different Member  States whether  or not 
they manufacture  there. 
59.  Developments  in  primary  capacities  by  ~ember  State  since  1980  are 
summarized  in  Table  5  below  and  nre  given in more  detail in Annex  A-7. 
A complete  list of capacity changes  nince  1985  (shutdowns,  reductions  and 
increases  by  f·Tember  State  and  by  refinery  concerned)  is  given  in 
Annex  A-8. 
Table  5:  Reduction  in primary capacities  between  1980 and  1988 
(Situation  as  at 1  January). 
1980  1988  % change  I 
(million tonnes/ ear)  1988/1980  I 
Belgium  55  32  - 41%  --r 
Denmark  11  9  - 21%  I 
Germany  154  84  - 45%  I 
Greece  20  18  -12%  I 
Spain  72  62  - 14%  I 
France  167  99  - 41%  I 
Ireland  3  3  0  I 
Italy  180  118  - 34%  I 
Netherlands  102  65  - 36%  I 
Portugal  19  14  - 24%  I 
United  Kingdom  137  88  - 36%  I 
EUR  - 12  920  592  - 36%  I 
___L 
Primary  capacity  shutdowns  since  1980  were  proportionally greater  in  Germany 
(-45%)  and  in  Belgium  and  France  (-41%).  Italy,  the  Netherlnnds  and  the 
United  Kingdom  were  close  to  the  Community  average  ( -36%).  In  the  other 
Member  States  closures  were  on  a  lesser  scale:  Portugal  ( -24%) ,  Denmark 
(-21%),  Spain  (-14%),  Greece  (-12,~)  and  Ireland  (0%). 
In  1990  Italy  shoulQ.  join  the  group  of  countries  that  have  reduced  their 
capacity the most,  with  a  percentage fall of 42%,  provided that the  reductions 
currently scheduled  ( -14f.f  t/year),  involving the  closure of t\<ro  refineries  nnd 
a  reduction  in capacity nt others,  are  actually achieved. 
60.  The rnteo of utili~ntion of primary capncitieo in  the Community  !Dprovcd 
appreciably  in  1986  compared  with  1985  because  of  the  increase  in 
refinery throughput.  For  the  Community  as  a  whole  the  average  rate of 
utilization,  calculated in terms  of the total  quantitie~ of crude  oil and 
feedstocks  procesced,  rose  in 198G  from  68%  in 1985 to 78%  in 1987. 
61.  Nevertheless,  the  Community  average  conceal  a  very  di1.Terent  ni  tuntion.'J 
in the variouc  f.~cmbcr States.  (see  Annex  A-9). 
In 1986,  for  example,  the  rate of utilization was  over  90%  in Germany, 
Denmark  and  Greece,  over  80%  in Belgium,  Spain,  the  Netherlands  and  the 
United  Kingdom,  but only  66%  in France  nnd  Italy,  59%  in Portugal  nnd  53% 
in Ireland. - 35  -
The  low  rates  of  utilization  in  these  four  J'.lember  States  are  due  to 
special circumstances  or  to particular developments  in  their oil markets. 
In  France  restrictions  on  imports  of  petroleum  products,  in  particular 
from  non-Community  countrieo,  were  recently  lifted,  bringing  about  a 
rapid  increaoe  in  imports  up  to  end  1987.  · The  fierce  competition  in 
France  for  the  marketing  of  motor  fuel  (especially  from  supermarkets) 
prompts  operators  to  look  for  the  cheapest  supply  and,  given  the  current 
state of the oil  market,  to  import products. 
In  the  past Italy  was  a  net  exporter  of  refined  products  thanks  largely 
to  contract  processing,  but  this has  gradually fallen  off and  Italy hao 
become  a  net  importer  of  refined  products.  Despite  the  closures 
achieved  surplus  capacity has  been  kept  in reserve  and  this  is reflected 
in the rates of utilization. 
As  for  Ireland  and  Portugal, the  latter  has  refineries  with  a  capacity 
which  is  out  of  all  proportion  to  the  local  market  while  in  Ireland, 
operating costs  are high  and  throughput is kept to  the  technical  minimum. 
62.  An  analysis  of  the  dintribution of  pricmry  copaci  tic:J  on  o  function  of 
their ratcn  of utilization is  given  for  the  Member  States  and  EUR-12  in 
Annex  A-10. 
This  analysis is based  on  detailed  information received  by  the  Commission 
from  the  oil  companies  consulted  and  comprises  primary  capacity, 
quanti  ties  processed  and  rate  of  utilization  for  a  large  number  of 
refineries established in  the  Community.  The  principal conclusion that 
can  be  drawn  is  that at  Community  level  only  58%  of the primary  capacity 
operates  at  a  rate  of  utilization  of  80%  or  more,  that  32%  of  the 
capacity  in  used  at  between  60  and  80%  and  the  remaining  10%  at  only 
between  40  and  60%. 
A  look  at  the  geographical  breakdown  ohows  that  in  the  North  of  the 
Community  (D,  D,  OK,  NL  and  UK)  82%  of primary  capacity is used at a  rate 
of  80%  or  more  whereas  in  the  South  of the  Community  (E,  F  and  I)  this 
figure  falls  to  only  37%,  confirmation  that  surplus  capacity  is 
proportionally greater in those  three countries. 
63.  The  r::cthod  of  calculating  the  rate  of  utilization  doe!l  not  meet  with 
unanimous  agreement  among  the  oil  companies  consul  ted.  Some  suggest 
calculating it solely in  terms  of the quantities of crude oil and  natural 
gas  condensates,  excluding all the other feedstocks  processed. - 3:0-
Others use  the  method  adopted  by  the  Commission  in its successive reports 
on  refinin~,  namely,  to  calculate  the  utilization rate  in  terms  of all 
the  quantities  of  crude  oil  and  feedstocks  processed  in  the  refineries. 
Although  this  method  does  not give  an  accurate  measure  of the utilization 
of distillation  units during  a  given  year,  it gives  a  better indication 
of  the  capacity  of  the  industry  in  the  Community  to  meet  demand  by 
processing solely crude oil  should this  become  necessary or economical. 
To  indicate  the  importance  of  the  convention  followed  the  rates  of 
utilization  in  Annex  A-9  have  been  calculated  by  each  of  the  two 
alternative  methods.  A  difference  of  the  order  of  6  to  7%  is  apparent 
between  these  two  methods  of  calculation  for  the  Community  as  a  whole, 
e.g.  71  and  78%  respectively in  1986. 
For  the  Member  States  this  difference  between  the  maximum  and  minimum 
raten  of  utilization  varies  according  to  the  relative  proportions  of 
crude  oil  and  feedstocks  in refinery supplies.  It is of the  order of 1% 
in  Ireland  and  Portugal but  close  to  10%  in  Germany  and  the  Netherlands, 
refineries  in  these  two  countries  (as  indeed  in Belgium,  Denmark  and  the 
United  Kingdom)  using  a  higher  proportion  of  feedstocks  than  the 
Community  average. 
64.  The  tendency  for  convernion capacity in the  Community  to increase,  which 
started in 1973,  has  accelerated since  1980,  rising from  lOOM  t/year in 
January  1980  to  169M  t/year  in  January  1985  and  179M  t/year  in  January 
1988.  It currently represents  24%  of primary  capacity. 
The  figures  received  from  the  oil  companies  indicate  that  conversion 
capacity will  reach  181M  t/year in 1990. 
New  units  for  hydrocracking,  hydroconversion of residues  and  coking will 
come  on  stream in 1988/89 while  catalytic cracking capacities will  remain 
stable  and  thermal  cracking  and  visbreaking  capacities  will  fall  (see 
Annex  A-ll). 
65.  There  was  thus  a  period of rapid  increase  in  conversion  capacity between 
1980  and  1985,  by  an  average  of 13%  a  year,  followed  by  a  period of very 
low  growth  between  1985  and  1990,  with  an  average  of  1.4%  per  year. 
This  trend  must  be  seen  in  the  light  of  the  profitability  of. conversion 
operations,  which  was  very high  at the  beginning of  the  1980s  but which 
gradually diminished  towards  the mid-1980s. - 37-
The  beginning  of  the  1980s  was  also  a  period  when  heavy  fuel  oil 
consumption  dropped  sharply:  the  proportion  of  heavy  fuel  oil  changed 
from  33%  of consumption  (inland  deliveries  and bunkers)  in 1980 to  21%  in 
1985,  which  created  a  need  for  new  conversion  capacities  over  that 
period. 
Since  1985  the  downswing  in  the  consumption  of heavy  fuel  oil  has  slowed 
appreciably,  the  drop  in  inland deliveries being  partially offset by  an 
increase  in  deli  veri  en  for  bunkers.  Heavy  fuel  oil  now  accountn  for 
about  20%  of connumption. 
By  1995  heavy  fuel  oil  should  stabilize  at  around  19.5%,  for  the  two 
price  scenarios set out in Chapter III. 
66.  An  examination  of  the  changes  in  convernion  capacities  in  the 
1-tecber States  (see  Annex  A-12)  shows  that  in  1980  only  Germany  ( 16%)  and 
the  United  Kingdom  (11%)  had  a  ratio  of  conversion  to  primary  capacity 
higher  than  the  Community  average,  which  at the  time  was  around  9%. 
In the  other  r.tember  States  the  ratio between  conversion  and  distillation 
capacities was  fairly  low  (between  4  and  9%)  and  in Ireland,  there  was  no 
conversion plant whatever. 
In  1988  conversion  capacities  are  higher  than  the  Community  average  in 
Germany,  the  United  Kingdom  and  Greece  ( 30%  of  primary  capacities)  and 
are  close  to  the  Community  average  ( 24%)  in  France,  Italy  nnd  the 
Netherlands. 
In  the  other ll!ember  States  the  figure  varies  between  11  nnd  20%  (zero  for 
Ireland).  The  relative increase  in capacities can also be  seen to have 
been greater in Greece,  Spain,  Italy nnd  the Netherlands. 
The  marked  relative  increase  in  conversion  compared with primary capacity 
is  due  both  to  an  increase  in  installed  conversion  facilities  and  to  n 
decrease  in primary capacity. 
Some  differences  observed  in  the  degree  of  conversion  capability,  can, 
however,  be  explained  by  differences  between  the  Member  States  in  the 
structure of demand  and  in export potential. 
67.  Product-upgrading  capacity  has  developed  steadily  in  recent  years  in 
order  to  meet  the  tougher quality  and  environmental  protection  standards 
required  for  petroleum products. 
The  main  units  that  have  and  will  be  used  are  required  for  two  main 
purposes. 
One  is  to  increase  the  production  of  components  and  petrol  with  a  high 
octane  number  (units  for  reforming,  alkylation  and  the  production  of 
oxygenated  compounds  such  as  MTBE)  in  response  to  the  reduction  in  the 
lead  content  of  leaded  petrol  nnd  to  the  introduction  of  lead-free 
petrol. - 3_8  -
The  other  is the  desulphurizntion  of  an  increasing  proportion of  gas  oil 
in  view  of  the  lowering  of  the  sulphur  content  of this  product  and  the 
desulphurization  of  intermediates  (generally  the  products  of  vacuum 
distillation)  which  feed  the catalytic cracking units. 
The  development  of  upgrading  capacities  and  the  improvement  of existing 
units  ohould  continue  over  the  years  to  come,  in  particular  to  meet 
growing sales of lead-free petrol,  since from  1988/89  onwards  certain new 
vehicles will have  to use  this grade  of fuel  in all the  Member  States. 
The  Community'c  refining balance 
68.  The  Community's  overall  refining balance  since  1980  nnd  the  prospects  up 
to  1995  are  given  in  the  form  of  a  graph  in Annex  A-14,  a  cummary  table 
in  Annex  A-15  and  a  simplified table below  (see  Table  6). 
The  main  observations  to  be  made  on  the  changes  in the  industry between 
1980  and  1987 are  as  follows: 
•  a  drop  of 75  million  tonnes  in the  consumption of oil  (from  577  to  502 
Mt); 
•  an  increase  of  25  million  tonnes  in  the  net  supply  of  finished 
products,  including  15 million  tonnes  from  increased net  imports  from 
non-Community  countries  (rising from  12 to 27  Mt); 
•  n  reduction  of 100 million tonnes  in refinery throughout; 
•  the  closure  of  325 million  tonnes  a  year  of  primary  capac! ty,  a 
reduction  of 35%; 
•  a  rise  in the  average utilization  of primary  capacity  from  62%  in 1980 
to  79%  in 1987. 
69.  According  to  the  scenarios  put  forward  in  Chapter  III  for  the  period 
1987-1995 the following  would  occur 
•  oil  consumption  would  drop  by  17 million  tonnes  according  to  the  high 
price  scenario  or would  increase  by  18 million tonnes  according  to the 
low price  scenario; 
•  net  imports  of  finished  products  from  non-Community  countries  would 
stabilize at their current level; 
•  the  quantities  processed  in  the  refinery  would  drop  by 
15 million  tonnes  (high  price  scenario)  or  rise  by  20 million  tonnes 
(low price  scenario); - y; -
•  primary capacity would  decrease  by  almost  20 million  tonnes; 
•  the  rate  of  utilization  of  primary  capacity  would  stay  at  its current 
level  (79%)  according to the high price  scenario or  increase up  to  85% 
in  the  low price scenario. 
Table  6:  Community  refining balance  (198D-1995) 
I 
Millions of tonnes  I 
I 
1.  Total oil con- I 
sumption  I 
2.  Total refinery  I 
throughput  I 
3.  Primary capacity  I 
{as  at 1  January)  I 
4.  Rate  of utilizat.  I 
I  (4 = 2  :  3)  I 
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92o  I 
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1995  I 
SCENARIO  I 
25-30$/bbl  I 
I 
485  I 
I 
455  I 
I 
575  I 
I 








70.  For  the  Community  refining  industry,  therefore,  the  "high  oil  price" 
scenario  would  mean  the  continuation  of  the  present  Bi tuation  with  the 
gross  margin  of  spare  primary  capacity  of  the  order  of  20%  ( 25%  taking 
only processed  crude oil into account  and  excluding feedstocks). 
The  "low oil  price"  scenario  would be  better for  the industry because  of 
the  increase  in  refinery  procesning  resulting  from  higher  consumption. 
This  scenario  would  lend  in  1995  to  a  lower  graBs  surplus  primary 
capncity of the  order of 15%  (20%  taking only crude oil into account). 
Whatever  the  scenario  there  will  still  therefore  be  higher  primary 
capacity  than  total  oil  consumption  in  the  Community  and  the  industry 
will have  sufficient capacity overall  to cover  demand. 
71.  The  refining balance by  product for  the  Community  io given  in Annex  A-16 
for  1985,  1986  and  1987.  This  table presents  a  comparison,  for  each of 
the  main  cotegorieo  of product,  of the net production  in the refineries, 
i.e.  production  after  deduction  of  process  fuel,  with  the  demand  for 
petroleum  products  (inland deliveries  and  international bunkers). -40  -
An  analysis  of  the  balance  by  product  over 
that: 
- Community  production has  remained higher  tl 
5  to  6  million t/year)  and kerosene  (likew: 
- the  Community  still shows  a  negative  bala 
(5 million t),  naphtha  (6  to  10 mill 
24  million t)  and  "Other products"  ( 5  to  : 
- for  heavy  fuel  oil  the  Community  went  fro1 
(7 million  t  due  partly to the  miners'  str: 
a  surplus situation in 1986  and  1987  (2  to 
72.  The  figures  in the  balance  by  product  (i.e. 
versus  demand),  as  net out  in  Annex  A-16,  nrl 
for  imports  from  non-Community  countries. 
borne  in mind  that: 
- a  large part of imports  from  third countril 
- an  unknown  proportion of  products  leaving 
entered  no  net  production  is  in  fact  re1 
refinery which  regard it as  feedstock. 
These  points  arc particularly important in  tl 
73.  The  question of  dependence  on  imports  of  ga~ 
the  oil  companies,  who  consider  that  the  l 
production in gas  oil,  ns  a  result of econom 
does  not present any particular risk for  sup] 
On  the  one  hand,  the  traditional  suppliers 
Africa and  the  Middle  East,  have  surpluses 
the  Community  market. - 41  -
In  the long  term  problems  could arise however if externnl  supplies of gas 
oil  were  to  stop  permanently  cince  conversion  facili  tie!!  in  European 
refineries  nrc  mostly  catalytic  cracking  units  of  the  FCC  type  (fluid 
catalytic cracking),  which  have  n  higher yield of petrol  than  of gasoil. 
Employment  in  the  Community  refining industry 
74.  Employment  trends  in  the  Community  refining industry can be  seen  from  the 
statistics published  by  EUROSTAT  (see  Annex  A-17). 
The  first  point  to  emerge  from  an  analysio  of these  figures  is  that  the 
years  1978  to  1980  were  the  period of  maximum  employment  in  the refining 
induntry,  with  around  160 000 direct  john according  to  EUROSTAT.  This 
was  also  the  period  when  refining  capacity  in  the  Community  reached  its 
highest level  ( 920  Mt/ycar). 
Since  1980  the  number  of  jobs  in  the  refining  industry  has  dropped 
regularly,  mninly  because  of  clomtren  of  surplus  cnpaci  ty,  but  also 
through  the  gradual  introduction of automation,  especially the  automated 
control  of the refining processes. 
The  tendency  towards  fewer  j cbs  has,  however,  been  moderated  by  the 
addition  of  new  conversion  uni  to  in  the  refineries  which  were  kept  in 
operation.  As  shown  in Annex  A-11,  conversion  capacities  increased  by 
70%  between  1980  and  1985  (and  by  80%  between  1980  and  1988). 
In  1986,  for  example,  the  last  year  for  which  EUROSTAT  figures  are 
available,  the  level of employment was  131 500 unitn.  Job  losses in  the 
refining  industry  can  therefore  be  estimated  at  28  500  between  1980  ond 
1986,  i.e.  an  18%  drop  over  the six years or a  yearly average  of 3%. 
75.  What  can  be  expected  after  1986  is  a  m:mllcr  drop  in  the  number  of 
refining jobs  because  of the  lover ~umber of cl.onurec  in 1987,  which is 
likely  to  be  confirmed  according  to  the  forecasts  of  the  oil  companies 
consul  ted.  Between  January  1986  and  January  1990  capacity  closures 
already  made  or  scheduled  nrc  estimated  at  40 million tonnes/year, 
whereas  between  January  1980  and  January  1986  300 million tonnes/yenr of 
capacity had  been  shut  down.  The  second  cause  for  job  losses,  namely 
automation,  should also have  less of an  impact  since most  refineries have 
now  already been  equipped. 
It should  also be  noted that  new  units  will continue  to be  introduced  in 
the  refineries,  in particular for  the production of lead-free petrol  and 
gas  oil with a  low sulphur content,  and  this will have  a  positive impact 
on  the  level of employment. 76. 
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In  addition  to  direct  job  losses, it is necessary to assess  the 
restructuring in  the refining  industry on  indirect employment. 
point  the  estimates  put  forward  by7 the  Commission  in  its 
communication  on  the refining industry  remain  valid. 
impact of 
On  this 
previous 
Indirect  employment  in  companies  worldng  for  the  refineries  (especially 
maintenance  and  services)  will  be  one  to  three  times  as  nruch  as  direct 
employment  in the  refineries. 
However,  these  indirect  employment  losses  have  been  partly  offset, 
overall,  by  the  positive  impact  on  the  economy  and  employment  of major 
investment  programmes  in the refineries since  1980.  Nonetheless,  these 
new  jobs  arc  often  created  in  different  places  from  the  ones  where  the 
refineries  arc  closed  down  and  cannot  therefore  make  up  for  losses  at 
local level. 
Refinery  closures  in  regions  where  the  industrial  fabric  is  not 
diversified have  posed or will pose  serious  problems  for  the  regional  or 
local  economy.  For  eligible  cases  the  Community' fl  structural  Funds 
could be  mobilized  in addition  to national  measures  to soften the blow of 
closure  and  develop  new  activities  to generate  jobs. 
77.  The  Commission  consul  ted  the  European  Trade  Union  Confederation  ( ETUC) 
when  preparing  this report  on  the  refining industry.  As  far as  aspects 
connected  with  employment  are  concerned,  the  workers'  representatives 
emphasized: 
- the  extent  of  indirect  employment  losses, 
less-developed regions  of the  Community; 
especially  in  the 
- the  extent  of  job  losses  in  the  distribution  sector,  which  io  not 
covered  by  the  figures  relating  to  refining.  The  programme  to 
rationalize motor  fuel  dictribution in Italy,  for  example,  could lead 
to  a  reduction  in  the  pr~scnt  number  of sales  outlets  from  35  000  to 
20  000,  i.e.  a  loss  of at least 15 000  jobs over the next few  years; 
- the  lowering of the  level of  qualification for  jobs  as  a  result  of the 
growing  usc  of services  companies  for  work  in  the  refineries,  which 
would  also  have  a  negative  effect  on  the  operating  safety  of  the 
installations. 
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Profitability in RcfininP, 
78.  One  of  the  main  concerns  expressed  by  the  companies  io  the 
unprofitnbility of refining in the  Co~unity.  This  is not,  needless  to 
say,  a  problem  peculiar  to  the  Community  hut  on  the  contrary  one  which 
affects  the  industry  to  a  greater  or  lesser  extent in  nll regions.  It 
results  from  the  lonp,standing  gobal  excess  of  refining  capacity  which 
otill  peroisto  despite  considerable  reductions  not  only  in  Europe  but 
also  in  the  United  Staten  and  Japan.  Given  the  close  links  between  the 
various  international  oil  markets  and  the  relatively  free  movement  of 
petroleum  products  from  one  to  another,  the  Community  market  cannot  be 
considered  in isolation  from  the general  world  supply/demand balance. 
Poor profitability is  not  a  new  problem  and  indeed,  except for  1979  and 
1986,  when  abnormal  conditions  prevailed,  margins  in  the  Community  have 
been  inadequate  ever  oince  the  mid  seventies.  Companies  state  that 
during  this  long  period  they  have  rarely  earned  sufficient  income  from 
manufacturing  to  cover  their  full  costs  (of  the  order  of $20-25  per  ton 
for  a  complex  refinery),  let  alone  to  finance  investments  to  meet  new 
environmental  restrictions  and  changing  product  requirements.  At  times 
they  have  barely recovered  variable costs  of some  $2.5 per  ton  (excluding 
process  fuel  at about $3.5 per  ton  of throughput). 
79.  In  recent  yenrn  rmrginn  in  the  Community  hnvc  fluctuntcd  very 
conniderably as  can  be  seen  from  Annex  A-14  which  compares  the  netback  to 
refineries  from  the  market  with  the  cost  of  crude  oil  over  the  period 
from  early  1984  to  late  1987.  This  graph  demonstrates  that,  having 
remained  at  an  extremely  low  level  from  Ql/1984  to  Q1/1985,  the  gross 
margin  rose  gradually  to  reach  about  $30  by  Q1/1986.  It  then  rose 
sharply  in  Q2/1986,  following  the  introduction  of netback  pricing  for 
crude oil - which  effectively guaranteed  the  refiner the  full recovery of 
hio costs  - only to  decline  steeply  in the  oecond half of 1986,  as  OPEC 
moved  back  to  a  regime  of  official  prices.  Dy  the  end  of  that  year 
refining was  again  making  a  loss  and  continued  to  do  so  throughout 1987. 
After  reaching  a  low  point  around  the  turn  of  the  year,  mar  ginn  are 
estimated  to  have  recovered strongly in the first quarter of 1988,  helped 
by  the  decline  in  crude  oil  prices  and  the  continued  wealmenn  of  the 
dollar  against  the  Ecu.  Retrospective  discounts  since  given  by  some 
producers  have  also  improved  the  results  of  refining  at  the  end 
1987/beginning 1988. 
80.  Companieo  are  agreed  that  the  underlying  cnunen  of  lo~ profitability in 
the  Community  as  elsewhere  ore  the  pcroistent  over-nupply  of  petrolew::~ 
producto  to  a  declining  market  and  the  high  contn  renulting  fro~ exccnn 
cnpncity in the refining system. 
It ia clear from  earlier paragraphs  that much  has  been  done  since 1980 to 
reduce  the burden  of excess  primary capacity.  In moot  Member  States  the 
manufacturing activity  has  been  extensively  rationalised  and  utilisation 
rateo hove  been  rentored to natisfactory lcvelo.  Horeover,  as  n  result 
of  substantial  investment  in  converoion  plant,  n  much  higher  value 
combination  of products  and  a  higher  proportion  of distillates  nrc  now 
produced  from  crude oil.  Despite  these  improvemento  in cost  structure, 
flexibility and  quality of output,  however,  earnings  are not yet runninng 
at  satisfactory  levels  even  in  countrieo  like  Germany,  where the  industry operates  at ncar  capacity.  In  regions  where  rationalisation 
has  otill  a  long  .. my  to  go,  the  oi  tuation  is  much  worse,  in  that 
utilisation is low  and  unit operating costs  are  correspondingly high. 
81.  Opinion  in  the  industry  is  divided,  however,  as  to  'tfttether  further 
rationalination  in  the  Community  ~~11  rnine  operating  narginn  to  a 
satisfactory level.  Titere  are  strong reasons  for  believing that,  for  the 
industry  as  a  \thole  and  for  the  foreseeable  future,  the  prospects  of 
recovering full  costs  are  at  least  uncertain.  It is  characteristic  of 
refining  companies  that  they  always  have  oome  opare  capacity  to  cover 
seasonal  and  other  fluctuations  in  demand,  as  111ell  as  the  risks  of 
accident  or  breakdown,  and  that  their  marginal  costs  of  production  are 
low.  In  these  conditions  there  are  always  some  refiners  prepared  to 
offer  products  at  prices  which  do  not  cover  their  total  costs  and  such 
sales  have  a  disproportionate  effect  upon  the  general  level  of  consumer 
prices.  Secondly  a  tighter supply/demand  balance in  the  Community  would 
not  necessarily  cause  prices  to  rise  because  the  market  is  open  to 
refiners  in  third countries. 
82.  As  regards  the  relative  importance  of  rising  imp or  to  as  opposed  to 
overproduction  in  Community  refineries  in  depressing  the  level  of 
Community  selling  prices,  company  opinions  were  divided.  Some  thought 
that  pricco  vcre  dctcrrrlncd  rnther  by  the  "cnrginal"  Col!:":luni ty  refiner 
than  by  imports.  Imports,  it was  pointed  out,  are  mostly  regular in 
character  and  reach  the  market  through  established  distribution  networks 
(often  those  of EEC  refining companies).  They  nrc  also  largely counter 
balanced  by  exports  to  third  countries  so  that  their  net  effect  on  the 
Community  balance  is  relatively  small.  Moreover,  because  of  the  high 
freight  cost  of moving  products  to  EEC  markets,  most  overseas  suppliers 
nrc  content  to  follow  rather  than  to  set  priceo.  Other  companies, 
however,  to  ole  the  view that,  since  ir.tports had  increased their share  of  a 
otagnant market,  it was  evident that they  had  been priced at levels very 
competitive  with  those  offered by  Community refiners. 
83.  These  discussions  tended  to  the  conclusion  that  it io  not  possible  to 
aosess  the  relative  importance  of  the  various  factoro  which  together 
determine  the  balance  of  supply  and  demand  and  consequently  the  level of 
product selling prices  in  relation to  crude oil.  It io also  clear that 
the  market  has  become  so  fluid  and  the  roles of operators  oo  mixed  - with 
refining  companies  importing  finished  products,  producers  processing in 
Community  refineries,  and  the  downstream  affiliates  of  international 
majoro  in  the  market  for  oupplies  alongside  independanto  - that  the 
traditional  diotinctions  between  the  functions  of  domestic  refiners  on 
the  one  hand  and  of  the  importers  and  distributors  of  finished producto 
on  the  other,  have  become  blurred  and  are  not  helpful  in  understanding 
the  market. -45 
R4.  A nu~ber of companies  consider that  the  pressure  on  refining  margins  was 
made  worse  by  the reintroduction by  OPEC  in 1987 or official pricen,  even 
though  these  applied  to  only  a  small  proportion  of  total  crude  oil 
production.  Since  product prices were  excluded  from  the  system there  was 
a  natural  tendency  for  them  to  be  forced  by  competition  to  levels  below 
their value  in  terms  of crude  oil.  This  !lilomaly  in  the  oil  market  has 
been  greatly  reduced,  however,  in recent  months  by  the general  move  by 
producers  towards  the  pricing of crude oil in line with  the  market  values 
of derived products.  This  move  is to be  welcomed  as helping to create  a 
more  efficient and  integrated oil market. 
85.  Nevertheless,  there  is little optiminm in  the  industry that manufacturing 
cr~ be  made  generally profitably in the  conditions  prevailing even  though 
individual  refineries,  which  are  well  equipped  end  relatively  well 
situated  with  regard  to  supplies,  will  perform  much  better  than  the 
avf'rnge. 
Companies  are  therefore increasingly  turning towards  re-integration  as  a 
means  of obtaining  access  to  crude  oil at market-related prices  in return 
for  providing  the  producer  with  n  secure  and  predictable  outlet  for  his 
exports.  This  subject is discussed further in Chapter VI. - 46  -
VI.  snmcnrnE MID  PRODLimS  O:r  niF.  HffiUSTRY 
The  Prospects  for further  Rationali~ation. 
86.  Estimates  of  ref"lncry  utiliontlon  f"or  the  Co=uni  ty  c..a  n  whole  are 
misleading  since,  at  around  80%,  they  give  the  impression  that 
rationalisation is almost  complete.  The  average,  however,  conceals  wide 
diffcrenceo  be~ccn countries  like  Germany  where  utilioation,  at  about 
90%,  is  close  to  the  maximum  sustainable,  and  other  countrie!l  and 
refineries where  it remains  below  6~~ (see  Annexe  A-10).  ~fuile  in  some 
r-!ember  States  the  process  of  regrouping  the  industry  into  a  omaller 
number  of  complex  refineries  is virtually  accomplished,  in  others  - and 
notably but not  exclusively in  the  South  of the  Community  - much  remains 
to  be  done  both  to  render  the  industries  located  there  competitive  and 
efficient  and  to  reduce  the  potential  excess  supply  which  overhangs  the 
Community  market. 
As  explained  in chapter  V,  the  process  of  capacity reduction  has  slowed 
since  1986  for  n  number  of reasons.  The  much  improved  profitability of 
refining during  the  OPEC  netback regime  and  the  higher utilisation rates 
then  achieved  gave  refiners  contemplating closures  pause  for  thought  and 
hope  that  the  decline  of the  industry had  been  reversed.  In one  or  two 
cases  newcomers  were  encouraged  to  purchase  refineries  which  might 
otherwise  have  closed. 
87.  All  companies  agree  that  closuren  have  now  become  r:uch  1:10re  difficult. 
There  is little if any  further  scope  for  major  achemcs  of restructuring 
lil~t!  that  at Ingolstadt  where,  of  three refineries,  one  wao  closed and 
the  remaining  tuo  connected  to  form  a  cingle  complex  shared  by  three 
compnnicn.  In  regions  where  the  closure  of·  one  refinery  has  reduced 
copaci  ty  by  one  third  or  one  hnlf,  addi tionnl  closures  cannot  be 
contemplated  Hi thout  a  dioporportionate  rise  in  distribution  expenses. 
Most  of  the  ni  ttl  clonuren  to  date  have  been  carried  out  by  large 
comprmies  which  o"''Tled  a  number  of  refinerien  in  the  Community.  Such 
operator·s  nre  better able  than  their smaller competitors,  when  a  refinery 
closes,  to make  ~atisfactory arrangements  to  aupply ito customers  either 
from  another  of  their  own  refineries  or  by  exchanges  with others.  For 
mmer::  of  n  sint;lc  refinery,  closure  means  leaving  the  industry  unless 
they arc  fortun&tc  enough  to  find  a  partner for  a  joint venture. 
H~finers  are  elso  deterred  from  shutting  down  refineries  by  the 
conoequences  for  e:nployees,  particularly  in areas  of  high  unemployment, 
and  by  the  very  high  and  unpredictable  costa  of  closing and  cleaning up 
siteo.  Dy  comparison  the  alternative of keeping the refinery in service, 
in  the  hope  that  either trading  conditionn  will  improve  or  that someone 
could  purchase it, could appear very nttrcctive. - 4T  -
Investments  by  producer countries 
88.  For  some  years  certain  oil-producing  countries  have  been  trying  to 
acquire  refining and/or distribution assets in the  Community. 
Industrial  investments  are generally in one  of the  following  two  forms: 
- the  acquisition  of  holdings  in  the  capital  of  a  refining  company • 
e.g.  holdings  by  the  Mexican  company  PEMEX  in  the  capital  of  PETRONOR 
in Spain  and  by  the Venezuelan  company  PETROVEN  in RUHROEL  (as  a  joint 
venture  with  VEDA)  in  Germany; 
- the  acquisition of refining and  distribution assets,  e.g.  the purchase 
by  the  Ku~aiti company  KPI  of the  GULF  company  assets in certain Member 
States  and  by  the  Norwegian  company  STATOIL  of  EXXON  assets  in 
Denmark. 
All  these  industrial operations  are  shown  in Table 7. Table  7:  Industrial  investments  by  producer countries in the  Community 
I  !Producer  I Seller orl  Type  of  I % holding  I Year  I Refining  I 
I  !country  I  partner  I  activity  I  I  I  Capacity  I 
I  I  I  I  I  I  I 
Controlled' 
IB  I  Kuwait  I  Gulf Oil  I  D  I  100  I  1983  I  I 
I  !Venezuela!  Nynas  I  R  I  50  I  1986  I  0.3M  t  I 
I  I  I  I  I  I  I  I 
IDK  !Kuwait  I  Gulf Oil  I  R +  D  I  100  I  1983  I  2.5M  t  I 
I  !Kuwait  I  BP  I  D  I  100  I  1987  I  I 
I  I  Norway  I  Exxon  I  R  +  D  I  100  I  1986  I  3.2M  t  I 
I  I  I  I  I  I  I  I 
In  I  Venezuela I  Veba  I  R  I  50  I  1983/86  I  7.2M  t  I 
I  I  I  I  I  I  I  I 
IEL  I  n/a  I  I  I  I  I  n/a  I 
I  I  I  I  I  I  I  I 
IES  I  Mexico  I  Petronor  I  R  I  34  I  1979  I  3.7M  t  I 
I  I  I  I  I  I  I  I 
IFR  I  n/a  I  I  I  I  I  n/a  I 
I  I  I  I  I  I  I  I 
IIR  I  n/a  I  I  I  I  I  n/a  I 
I  I  I  I  I  I  I  I 
liT  !Kuwait  I  Gulf Oil  I  D  I  100  I  1984  I  I 
I  I  Libya  I  Tam oil  I .  R  +  D  I  100  I  1983/87  I  4.8M  t  I 
I  I  I  I  I  I  I  I 
IL  !Kuwait  I  Gulf Oil  I  D  I  100  I  1983  I  I 
I  I  I  I  I  I  I  I 
INL  !Kuwait  I  Gulf Oil  I  R  +  D  I  100  I  1983  I  3.8M  t  I 
I  I  I  I  I  I  I  I 
IP  I  n/a  I  I  I  I  I  n/a  I 
I  I  I  I  I  I  I  I 
jUK  !Kuwait  I  Hays,  I  I  I  I  I 
I  I  INaphta,  I  D  I  100  I  1986/87  I  I 
I  I  IUltramar  I  I  I  I.  I 
i.e. approx.3.5% of the  installed refining capacity  20.7M  t 
in the  Communitl  (592  mio.t) 
Refining  (R)  and  distribution  (D)  of the  main  petroleum products. - 49  -
89.  More  recently  there  have  been  ncqu!Di  tiona  of'  f'incncial  holdins;o  in 
integrated oil companies,  e.g.  the  Kuwait  Investment Officc'n  (KIO)  22% 
in  BP  and  Abu  Dhabi  Investment  Authority  (ADIA)  10%  in  CFP  and  CEPSA. 
The  agreement  between  Abu  Dhabi  and  CEPSA  also  provides  for  supplies  to 
the  latter of 3  million  tonncs  of crude oil a  year,  i.e.  about  20%  of the 
co~pany's refining capacity. 
The  specialist  press  ha~  reported  discussions  between  producer  countries 
and  oil  companies  which  could,  if successful,  lead  to  nn  expansion  of 
Mexican  holdings  and  to  the  entry  on  to  the  scene  of  new  countries  such 
as  Saudi  Arabia  and  Nigeria. 
This  trend  does  not only  concern  the  Comm~~ity, 
other  consumer  countries  (United  States  and 
investments  have  been  made. 
but  is also  apparent  in 
Sweden)  where  similar 
90.  The  main  reason  for  industrial  investments  by  countries  exporting  ci'ude 
oil is their concern  for  guaranteed outlets for  the oil  they produce.  In 
the  present  conditions  of  surplus  supply,  control  of  outlets  downstream 
becomes  very  important. 
For  the  European  refiner  concerned  the  interest ia  two-fold  :  firstly, 
these  investments  can  bring  additional  funds  in  some  cases  which  can  be 
used  to  finance  capital  expenditure  in  the  refineries;  and,  secondly, 
producers  are  associated with the  risk~ of refining. 
Participation agreements  may  include  clauses  ensuring the  supply of crude 
oil  on  favourable  condition~,  which  has  a  positive  effect  on  the 
profitability of the  refiners  concerned.  They  provide  therefore  a  way  of 
achieving greater integration of activities for  European refineries which 
do  not have  sufficient crude  oil  resources  of their own. 
91.  From  the  Community  viewpoint  these  investments  have  so far  not presented 
any  problems,  since 
they  increase  the  exporting  country's  interest  in  ensuring  the 
continuity of supplies to the  Co~~unity,  and 
- they reduce  such  countries'  interest in constructing export refineries, 
refining  in  the  consumer  countries  being  the  more  ec~nomical  solution 
because  transport  cost~ are  higher for  products  than  for  crude oil. -50' -
The  Commission  therefore  considers  that  the  establishment  of  producer 
country  companies  in  the  Community  refining  and  distribution  industry 
amounts  to  a  positive  factor  provided  that  these  companicn  set  up  their 
operations  on  a  lone  term  basis  and  respect  the  rules  to  \Jhich  their 
competitors  are  subjected. 
Our  OECD  partners  should  also  be  encouraged  to  adopt  a  oimilar  attitude 
to  investments  by  producer  countries  in their  downstream oil industries. 
Quality  of products  and  environmental  protection 
92.  Chances  in  the  technical  specifications  of  petroleum  products  and 
environmental  protection  lm'ls  are  sho•.m  in Annex  A-19.  Progress  towards 
harmonization  between  the  ~~ember States is outlined below. 
As  reeards aotor fUels  and notor vehicle erdnnions,  harmonization of the 
situations  in  the  various  ~lember States continues  to make  progress.  The 
distribution  of  lead-free  petrol  (EUROGRADE  quality)  will  be  oblie;atory 
in  all  Member  States  from  1  October  1989.  Furthermore  to  achieve 
homoloe;ation  at EEC  level,  stricter emission standards will  be  introduced 
in ell the  Member  States: 
for  gaseous  emissions  from  petrol  and  diesel-driven private cars; 
- for particulate  emissions  from  private diesel  engined vehicles. 
- for  gaseous  emissions  from  heavy vehicles. 
The  optional  character  of  the  different  directives  concerning  vehicle 
emissions  could  pose  problems  in  view  of  the  completion  of  the  internal 
market. 
Other  differences  that  mip)lt  still  exist  in  1995,  if progress  towards 
harmonization has  not  been  made  by  then,  would  be  in: 
-the lead  cont~nt of  leaded  petrol  (0.15  or  0.4  g/1),  although  this 
factor  will  become  less  rn1d  less  important  as  lead-free  petrol 
increases its market  share. 
- the  sulphur content of diesel fuel  (0.2 or 0.3%). 
In  order  to  complete  the  work  of  harmonization  in  thin  field,  the 
Commission  has  assigned  and  \'till  assign  to  the  European  Committee  for 
Standardization  (CEN)  a  series  of  mandates  to  establish  European 
standards  (lead-free petrol,  diesel fuel,  LPG  fuel,  oubotitute fuels). 
93.  As  regards  fUel oils  nod  ernissionn  from  co~buntion inntnllntionn,  major 
differences  could  ~Jtill  exist  in  this  sector  by  1995  if  additional 
progress  towards  harmonization  io  not  achieved  in  the  m~antime.  These 
differences  concern: - 51  -
- the  sulphur content  of hentine  gas  oil: 
(0.2 or  0.3%  depending  on  the  Member  State) 
- the  sulphur content of heavy  fuel  oil: 
•  there  is  currently no  Community  standard. 
Such  a  standard  could  be  introduced  in  the  new  rules  currently  being 
considered  on  emissions  from  small  combustion  installations  provided 
the  option  chosen  is to  limit the  sulphur  content of the  fuel  used, 
•  national  standards  exist in  some  countries; 
- the  limitation of emissions  from  large  combustion  installations: 
•  The  Council  has  fixed  precise  dates  (1993,  1998,  2003)  on  which  global 
objectivea  for  reduction,  varying  according  to  the  pollutants  and 
Member  States  concerned,  must  be  achieved  for  emissions  of so2  and  NO 
from  existing installations.  The  degrees  of reduction  take  account  of 
the  existing situation in  the  r.fember  States  and  their  development  needs 
so  as  to  arrive  at  a  more  harmonised  and  convergent  oi  tuation  by 
1995-2000. 
•  The  Council  has  also  fixed  Community  norm!>  for  emission!>  of  SO  and 
NO  ,  and  dust  which  will  apply  to  all  new  combustion  inntalla~ions 
au~horised  after  1  July  1987  which  will  ensure  a  base  level  of 
environmental  protection. 
•  in  some  Member  Staten national  standard::>  could  enter into  force  before 
these  dates. 
94.  The  Single  European Act  has  laid  do~m several  objectives,  including  the 
completion  of the  internal market  and greater  action in  the field  of the 
environment. 
The  joint  implementation  of  these  two  objectives  could  present  problems 
in  some  cases  if  Member  States  decided  to  have  recourse  to 
Article  100  A 4,  which  provides  that,  after  the  adoption  of  a 
harmonization  measure  by  the  Council,  f.fember  States  may  apply  stricter 
national  provisions if that is deemed  necessary  on  grounds  of major  needs 
relating to protection of the  environment  or  the  working conditions. 
Any  national  measures  token  on  the  basis  of  Article  100  A 4  will 
nonetheless  remain  oubject  to  the  safeguard  clauses  ouch  as  notification 
to  the  Commission  for  assessment  or  possible  appeal  by  other  f.!ember 
States.  It is to be  hoped  that should  ouch provisions  be  finally adopted 
they  will  not  have  the  effect  of  creating  disharmony  in  the  automobile 
and oil sectorn. 
A basic  consideration  in  this  regard  will  be  that  provisions  adopted  by 
the  Council  should  respect  the  high  level  of  protection  mentioned  in 
Article  100  A para  3  of the  Single  Act. - 52-
CoGts  borne  by  the  refininp;  induntry  in  complyinG  't1i th  environmental 
protection mea::mren. 
95.  The  atudy  of  June  1986  undertaken  by  Chern  Syatcm!l  on  behalf  of  the 
Commiosion  showed  that  differences  in  the  national  environmental 
standards  expected  to  be  in  force  by  1993  would  result  in  aubntantinl 
diocrepancico  among  Member  States  in  the  compliance  coots  borne  by 
refiners.  The  conclusions  of  this  study  and  their  implications  for 
intra-Community trade  were  discussed  with  companies  in  the  meetings  held 
early in 1988. 
96.  Most  companies  considered  that  the  increasing  disparity  in  compliance 
costs  could  n:f:fect  intra-Community  trade  nnd  companien'  deciaionn  about 
the  location of investments  and  disinvestments.  A greater approximation 
of  standards  throughout  the  Community  over  a  reasonable  period  was 
therefore  seen  to  be  highly  desirable.  It was  pointed out,  however,  that 
there  were  also  significant differences  between  f.1ember  Staten for  example 
in  the  cost of distribution,  of capital  and  of labour. 
97.  A  number  of  companies  commented  that,  because  of  the  nnrrolf  ncope  and 
lil"'i ted  terms  of  reference  within  which  the  consul  tnnt  was  required  to 
work,  the  estimnten  o:f  coot  differences  provided  by  the  Chern  Systems 
study lfere  lnr~er than  ~auld occur in practice.  The  main  considerations 
mentioned  were  : 
only  EEC  and  national  regulations  were  considered  whereas  in  nome 
Member  States  responsibility  in  environmental  matters  is  largely 
devolved  upon  regional  administrations.  In  these  countries  the 
restrictions  placed  by  local  authorities  upon  refineries  in  sensitive 
locations are often severe  but  the  cost of compliance  was  excluded  from 
the  study; 
- the  connultant was  required  to  exclude  imports  and  exports  of petroleum 
products  and  supplies  to  the  bunker  market  and  to  assume  that  the 
entire  output  of  the  standard  refinery  was  placed  on  the  internal 
market  of the  Member  States considered.  This constraint meant  that no 
account  could  be  taken  of the  possibility of  disposing of  high  oulphur 
residues  on  the bunker market  or,  for  example,  of the  complementarity 
which  exists  between  the  German  nnd  Benelux  industrien  and  the 
opportunities  which  this  affords  for  reducing  the  cost  of  meeting 
severe  German  product quality  standards  (e.g.  by  running  high  oulphur 
crudeo  in the .Netherlands,  exporting  low sulphur  gao  oil  by pipelines 
to  the  Ruhr  and  disposing of high  sulphur residue  as  bunkers): 
- the  otudy  takes  no  account  of  the  lower  distribution  costs  which  at 
least partly  compenoate  refiners  in  densely  populated  regions  for  the 
cost  of  meeting  otrict  environmental  regulations  (and  conversely  the 
distribution cost penalty borne  by refiners in isolated locations). 
98.  It  was  also  pointed  out  that  the  effects  on  intra-Community  trade  of 
differences  in  the  compliance  costs  of  national  industrieo  would  be 
reduced  by  the  relatively  high  cost  of  moving  products  in  omall vessels 
from  one  Community  port  to  another  (order of $10/t in N.W.  Europe).  This 
would  provide  a  measure  of  protection  for  refiners  in  countries  where 
compliance  costs  were  high. -53  -
Completion  of the  internal  market  (1992) 
99.  The  oil  sector in  the  Community  is  already  subject  to  a  large  degree  of 
competition  and  free  movement  of products  is the general  rule.  Statutory 
monopolies,  which  affect particularly  the  import  of  petroleum  products, 
have  been  adjusted  or  are  in  the  proccsn  of being  adjusted  in  the  newer 
Member  States.  Nonetheless,  there  remains  much  to be  done  to achieve  the 
objective  of  a  unified  oil  market  without  internal  customs  or  tax 
frontiers  and  111i thout technical  or other barriers. 
100.  In  a  recent  report  to  the  Council8  the  Commission  drew  up  a  list  of 
ob~tacles to  the  completion of the  internal  energy market for  each  energy 
sector.  By  way  of information,  Annex  A-20  contains  the list of obstacles 
to  the  unified  market  in  the  oil  sector.  In  a  subsequent  stage  the 
Commission  will  propose  ways  of eliminating  the  obstacles  which  are not 
already  scheduled  for  removal  (as  in  the  case,  for  example,  of  the 
national-flae  obligation)  or  are  being  discussed  (e.g.  Commission 
proposals  for  the  harmonization  of  excise  duty  and  the  approximation  of 
VAT  rates).  The  maintenance  of  some  of  the  obstacles  identified could, 
undP.r  certain  circumstances,  be  considered  acceptable  if  to  eliminate 
them  would  be  to  jeopardize  fundamental  elements  of  energy  policy  or 
{mother  Community  policy. 
101.  Implementation  of  the  single  market  and  the  disappearance  of internal 
frontiers will  in  any  case  mark  the  end  of  certain protected  nituations 
(monopolies  and  other  restrictions).  The  result  will  be  greater 
competition  between  oil operators  in  and  between  the Member  States  and  an 
alignment of the pre-tax prices of petroleum products. 
Tax  harmonization  11Till  make  for  more  uniform  competition  conditions 
between  the  energy  products  on  the  markets  of  the  Member  States,  the 
latter  losing  to  a  large  decree  the  possibility of adjusting  individual 
tax  rates.  The  tax  levy  imposed  on  energy  products  in  general,  for 
example,  and  on  petroleum  products  in particular will  be  more  comparable 
from  one  Member  State  to  another,  ·the  only  differences  permitted  being 
the  authorized  ranges  for  VAT.  Nevertheless  the  possibility  could 
continue  to  exist for  the  Member  States to  introduce transitional  fiscal 
differences  in  the  interests of the protection of the  environment. 
Bringing the pre-tax prices of petroleum products  closer together and  tax 
harmonization  will  lead  to  a  greater  convergence  of  the  prices  paid  by 
consumers  in  the  Community,  which  should lead to increasingly attractive 
prices for  consumers  on  account  of the greater competition. 
8coHLM(88)238  final,  2  May  1988. AJmEXES  TO  TilE  DOC1Jl.;!illT  ENTITLED 
"TilE  OIL  J.1AP.Y.ET  MID  TilE  REFINING  INDUSTRY  IN  THE  COWIUlllTY: 
RECE1IT  DRVELOPUKUTS  MID  THE  PROSPECTS  UNTIL  1995" 
MlNKXES  A 
Annexes  concerning the  oil  market  and  the refining industry 
Oil consumption in the Conrmmi ty 
A-1  Short-term prospects for  EUR-12,  1985-88. 
A-2  Medium-term  prospects for  EUR-12,  1980-95. 
The  Community' n  oil nupplies 
A-3  Changes  in  the pattern of crude oil supplies,  1974-87. 
A-4  Crude  oil supplies,  1981-87: 
content. 
~orld refining capacity 
average  API  values  and  average  sulphur 
A-5  :  Primary capacity and utilization in  1980  and  1986. 
Refining capacity in the Comcunity 
A-6  Installed capacity in 1988. 
A-7  Primary distillation,  1980-90. 
A-8  Changes  in primary  capacity: 
until 1990. 
actual figures  since  1985  and  forecasts 
A-9  :  Primary  capacity utilization rates in 1985,  1986  and  1987. 
A-10:  Distribution  of  primary  capacity  on  the  basis  of  the  utilization rate 
in 1987. 
A-11:  Conversion capacity,  1980-90. 
A-12:  Conversion  units  in  terms  of catalytic  cracker  equivalents,  1980  and 
1988,  by  Member  State. A-13:  Refinery structure  (simple.  semi-complex  and  complex refineries).  1980 
and  1988. 
The  Community'n refining balance 
A-14:  Refining.  1978-95:  graph  showing changes  in primary  capacity.  refinery 
throughput  and  net  imports. 
A-15:  Overall  balance.  1980-95. 
A-16:  Balance  by  product  1985,  1986  and  1987. 
Ecplo~ent in the refining induntry in the  Community 
A-17:  Changes  in  employment,  1980-86. 
Prof'i  tnbili  ty of' refining in the Coct:runi ty,  1984-87 
A-18:  Graph  showing supply costs  and  refinery netback. 
Graph  showing gross refining margin. 
Qunli ty of' productn nnd environcentnl protection 
A-19:  Changes  in  the  technical  specifications  for  petroleum  products  and 
environmental  protection legislation. 
Internal energy cnrket 
A-20:  Obstacles within  the oil sector. ANNEX  A-1 
OIL  CONSt»1PTIOU  IR nm Com«RHTY: 
SHORT-TERM  PROSPECTS  FOR  EUR-12. 
I  IN  ~ULLIONS OF  TONNESI  1985  1986  1987  1988 
ESTIMATE 
1.  INLAND  DELIVERIES  430  441  442  443 
I  •  PETROL  91.2  I  95.5  I  97.7  I  99 
I  •  KEROSENE  21.7  I  22.8  I  24.0  I  25 
I  •  AUTOMOTIVE  GAS  62.2  I  65.8  I  69.7  I  73 
I  OIL  I  I  I 
I  •  HEATING  GAS  OIL  100.0  I  104.1  I  98.1  I  98 
I  •  HEAVY  FUEL  OIL  78.1  I  74.2  I  71.5  I  70 
I  •  OTHER  PRODUCTS  I  77.2  I  78.7  I  81.0  I  78 
12.  BUNKERS,  OF  WHICH:!  27  I  31  I  30  I  31 
I  •  GAS  OIL  I  7  I  7  I  7  I  7 
I  •  HEAVY  FUEL  OIL  I  19  I  23  I  22  I  23 
13.  REFINERY  FUEL,  I  I  I  I 
I  OF  WHICH:  I  29  I  30  I  30  I  31 
I  •  HEAVY  FUEL  OIL  I  11  I  11  I  11  I  11 
14.  TOTAL  CONSUMPTION I  486  I  502  I  502  I  504 
I  (1+2+3)  I  I  I  I 
SOURCES:  EUROSTAT  AND  OECD 
COMMISSION  SCENARIOS. OIL  CONSUMPTION  IN  '11IE  CreD.ruNITY 
11KDIIDt-TKRM  PROSPECTS  FOR  F.UR-12 
AmlKX  A-2 
liN  MILLIONS  OF  TONNEsl  1980  1985  1995  1995 
I  I 
1.  INLAND  DELIVERIES  510  430 
I  •  PETROL  91  91 
I  •  KEROSENE  21  22 
I  •  AUTOMOTIVE  GAS  52  62 
I  OIL 
I  •  HEATING  GAS  OIL  120  100  89  99 
I  •  HEAVY  FUEL  OIL  156  78  70  70 
I  •  OTHER  PRODUCTS  71  77  76  79 
2.  BUNKERS,  OF  WHICH:  29  27  27  34 
•  GAS  OIL  I  6  7  7  7 
I  •  HEAVY  FUEL  OIL  I  23  19  19  26 
13.  REFINERY  FUEL,  I 
I  OF  \I.'HICH:  I  37  29  28  31 
I  •  HEAVY  FUEL  OIL  I  18  11  10  13 
14.  TOTAL  CONSUMPTION I  576  486  485  520 
I  (1+2+3)  I 
SOURCES:  EUROSTAT  AND  OECD 
COMMISSION  SCENARIOS. 
51 -THE  COMMUNITY'S  OIL  SUPPLIES: 
CHANGES  IN  THE  PATTERN  OF  CRUDE  OIL  5UPPLIE51 
fl~I~~~H-lz1A_fiNn_l~Q1 
ANNEX  A-3 
_____________________  1 ____  &llR~~------1----~~R~1~-----1  ____  [llR~lL---z-1 
_____________________  1_l~I~  __ 1_l~Ia  __  1_1~a~  __  1_1~aa  __  1_1ia~--1-li~I--1 
---------------------1M1_!_~_!M!_!_~_!Mi_!_~_lM1_!_~_1H1_l_~_lHl_l_~_l 
1 .  CoLmuuni ty  I  I  I  I  I 
pl'oduction  C cr•ude  I  I  I  I  I 
+  LNG>  I  1 3 I  2  61.  1211171  301146  39  1 I. 9  31.  llt5  33 
2.  I mpor·t s  into  3  I  I  I 
th~  CoLnmuni ty  I  I 
fr·on1  no n - c om n1 u n i t  y 1  I  I 
co  u n t r· i e s ,  of  I  I 
which:  5601  98  470  90  3021  1i  253  68  328  74  328  74 
A.  I 11 d u s t r• i a 1 i z e d  I  I 
count1·i~s.  of  I  I 
which:  1 I  0  8  2  1 0 I  3  21  6  25  6  30  7 
Nor·way  1 I  0  8  2  1 0 I  3  21  6  25  6  30  7 
B.  Developi11g  I 
countries,  of  I  I 
which:  5551  97  447  86  271 I  69  196  53  26-4  59  252  57 
Alg~x·ia  231  4  1 9  4  1 6 I  4  1 4  4  16  4  1 6  4 
Setudi  At•aLia  169  29  1 2 1  23  98  25  23  6  66  1 5  37  B 
Egypt  1  a  9  2  9  2  1 1  3  1 0  2  1 2  3 
United  l\ r·a L 
Em .i r• a t ~  s  3 1  5  3 o  6  1 4  4  4  1  4  1  9  2 
Iraq  39  7  56  11  11  3  16  4  24  5  28  6 
IrcHI  HlO  17  77  15  28  7  20  5  21  5  29  i 
Kuuait  47  8  35  7  3  1  7  2  10  2  13  3 
Libya  56  1 o  36  7  32  8  31  8  35  8  33  7 
Hexico  0  0  0  0  9  2  9  2  13  3  21  5 
Ni~ecia  49  9  34  7  23  6  34  9  32  7  22  5 
Venezuela  9  2  4  1  7  21  9  2  9  2  8  2 
c.  Stat~-tt·dding  1 
count  r· i  e~  of  I 
which:  4  11  15  3  20  51  2B  5  23  5  26  6 
---~Q~l~t-llniQn  ______ 1 __ ~1--11_la  ___  ~1-l~1--~1-~~1--~1-~~1--~1-~~1--~1 
OPEC  15411  9414241  8112381  6111641  4412241  5012011  451 
OAPEC  <incl.  Egypt>  13841  6713221  6211911  4911131  3011731  3911571  361 
~~~------------------1'~~1-~~11~I1_Ja11~~1-l11_l~1-1~1-al1_1~1-~~1-1~1 
3.  Exports  to  third  I  I  I  I  I  I  I  I  I  I  I  I  I 
countri~s from  th~l  I  I  I  I  I  I  I  I  I  I  I  I 
EF.C  I  01  0 I  121  21  291  71  261  71  331  71  31 I  71 
4.  Crude  oil supplies!  I  I  I  I  I  I  I  I  I  I  I  I 




~--ll~Z~l~!l  _________  l ___ l ___ l ___  ! ___  l ___  l ___  l ___  l ___  l ___ l ___  l ___  l ___  l 
Excluding  feedstocks  a11d  stock  variations. 
2 E~timated  figur·~s  fot•  Gl'e~ce  fot•  the  last quarter  of  1987. 
3Totals  A,  Band  C  plus  impor·ts  of  unspecified  origi11. 
f2!l!!I.:~f!i.:  I 01port s/  ~xport  s:  N  I HEXE. 
Pl'Odu~t  .ion:  EUl'OStdt. AVERAGE  API  VALUES 
OF  CRUDE  OIL  SUPPUES  IN  TI-lE  EEC  1981-1987 
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--------------------------------------~~  ~ 
E'UR-AO  £.UR--1tz... 
SOURCE  :  CRUDE  OIL  REGISTER  OF  THE  COMMISSION. MlNKX  A-5 
ronLD  RRKFIUING  CAPACITY  : 
PRIJ1ARY  CAPACITY,  JtKFINERY  TlffiOUGHPUT  MID  UTILISATIOH  RATE,  1980 .AfiD  1986 
I  IN  MILLIONS  OF  TONNESI  1980  I  1986  I 
I  PER  ANNUM  I  I  I  I  I  I  I  I 
I  !CAPACITY  !THROUGH- IUTILIS.  !CAPACITY  !THROUGH- UTILIS.  I 
I  ION  JAN  I  PUT  I  jON  1  JAN  I  PUT  I 
I  I  I  I  I  I  I 
I  EUR-12  I  920  I  570  I  62%  I  619  481  78%  I 
I  I  I  I  I  I 
I  USA  I  896  I  676  I  75%  I  773  636  82%  I 
I  I  I  I  I  I 
I  JAPAN  I  297  I  201  I  68%  I  249  150  60%  I 
I  I  I  I  I  I 
I  MIDDLE  EAST  +  AFRICA  I  277  I  195  I  70%  I  318  252  79%  I 
I  I  I  I  I  I 
I  CENTRALY  PLANNED  ECONj  761  I  666  I  88%  I  866  714  82%  I 
I  I  I  I  I  I 
I  REST  OF  THE  WORLD  I  884  I  662  I  75%  I  865  582  67%  I 
I  I  I  I  I  I 
I  WORLD  I  4035  I  2970  I  74%  I  3690  2815  76%  I 
SOURCES  BP- COMMISSION- PETROLEUM  ASSOCIATION  OF  JAPAN  (PAJ). 
60 Arnmx  A-fJ 
rJrriNH;G If! TIIK  CO:'UtmUTY  :  Dl5TALLKD  CAPACITY  On  1-1-1988. 
(DJ IITLLIONS  OF  TOtnlES/YRAR) 
I  !PRIMARY  I  I 
I  !DISTILLATION  !REFORMING!  HYDRO- CATALYT 
I  !CAPACITY  I  !CRACKING I  CRACK.  I  I 
I  I  I  I 
I  I  I  I 
I  EUR-12  I  591.9  I  84.0  I  16.9  I  81.2  I  19.7  57.2  4.2  I 
I  I  I  I  I  I  I 
I  D  I  32.4  I  4.4  I  5.3  I  4.0  I 
I  I  I  I  I 
I  DK  I  8.7  I  1.4  I  1.4  2.4  I 
I  I  I  I  I 
I D 
I  84.2  I  13.2  4.9  10.0  I  6.8  8.2  0.8  I  I 
I  I  I  I  I 
I  EL  I  17.7  I  1.5  1.4  2.6  I  2.3  I 
I  I  I  I  I 
I  ES  I  61.6  I  7.6  0.8  7.0  I  0.5  I 
I  I  I  I  I 
I F  I  98.5  I  13.1  0.7  16.3  I  2.8  7.0  I 
I  I  I  I  I 
I  IR  I  2.9  I  0.6  I  I 
I  I  I  I  I 
I  I  I  118.2  I  18.0  4.6  12.8  I  2.6  17.2  1.5  I 
I  I  I  I  I 
I  L  I  I  I  I  I 
I  I  I  I  I  I 
I  NL  I  65.5  I  7.7  l.G  I  6.7  I  3.1  4.0  I  1.9  I 
I  I  I  I  I  IFLEXI.CKI 
I  I  I  I  I  I 
I P  I  14.4  I  2.2  0.5  I  0.7  I  0.6  I 
I  I  I  . I  I  I 
I  UK  I  87.9  I  15.1  2.5  I  19.9  I  3.1  2.9  I 
SOURCES  •  •  INFORHATION  RECEIVED  BY  TilE  COMJ.USSION  UNDER  REGULATION  105(3/72 







GI MfllEX  A-7 
IffiFllllllG  CAPACITY  Dl THE  COIDtUNITY  : 
PRIMARY  DISTILLATIOn  (ON  1  JAN.) 
IN  ~ULLIONS OF  I  1980  1985  1988  1990  %RED 
TONNES/YEAn  I  ESTIM.  1990/80 
I 
BELGIUM  I  55  35  32  32  - 41  % 
I 
DANMARK  I  11  8  9  9  - 21% 
I 
DEUTSCHLAND  I  154  104  84  84  - 45% 
I 
ELLAS  I  20  18  18  18  - 12 % 
I 
ESPA!lA  I  72  67  62  62  - 14 % 
I 
FRANCE  I  167  111  99  99  - 41  % 
I 
I 
IRELAND  I  3  3  3  3  0 
I 
IT  ALIA  I  180  130  118  105  - 42  % 
I  (-34%) 
I  I 
I  LUXEMBOURG  I 
I  I 
I  NEDERLAND  I·  102  74  65  65  - 36% 
I  I 
I  PORTUGAL  I  19  14  14  14  - 24  % 
I  I 
I  UNITED  KINGDOH  I  137  99  88  87  - 36  % 
I  I  (-36%) 
+  I 
I  EUR-12  I  920  663  592  578  - 37% 
I  I  (-36%) 
.L 
SOURCES  :  .  INFORMATION  RECEIVED  BY  THE  CO~rniSSION UNDER 
REGULATION  1056/72 
•  OIL  CG!<!PAUIES AnllKX  A-8/1 
RKFllUNG  CAPACITY  Ill THE  CO~ntUlUTY : 
CHANGES  Ill  PRDtARY  CAPACITY  :  ACTUAL  FIGURES  SlllCE  199985 
AND  FORECASTS  IDITIL  1990. 
--------------------------
(Ill tnLLIONS  OF  TCr.UlES/YKAR} 
I  I Capacity on  1-1-1985  35.0  I 
I  I  I 
I  I  Changes  in 85  ESSO  Antwerpen  RED  - 2.0  I 
I  n  I  RDP  Antwerpen  RED  - 0.2  I 
I  I  86  SHELL  Gent  RED  - 0.4  I 
I  I  I 
I  I  Capacity  on  1-1-1990  32.4  I 
I  I  Capacity  on  1-1-1985  8.1  I 
I  I  I 
I  DK  I  Changes  in 86  SHELL  Fredericia  +  0.3  I 
I  I  87  KPC  Stignaes  +  0.3  I 
I  I  I 
I  I  Capacity  on  1-1-1990  8.7  I 
I  I  Capacity on  1-1-1985  104.2  I 
I  I  I 
I  I  Changes  in 85  BP/ENI  Ingolstadt  - 4.0  I 
I  D  I  BP  - Olwerke  Schindler - 0.4  I 
I  I  MOBIL  Wilhelmshaven  - 8.0  I 
I  I  SAARLAND  REFINERY  - 3.6  I 
I  I  86  ESSO/SHELL  Misburg  - 2.3  I 
I  I  87  WINTERSHALL  Lingen  RED  - 1.3  I 
I  I  COASTAL  Hamburg  RED  - 1.0  I 
I  I  ESSO  Karloruhe  RED  - 0.2  I 
I  I  MOBIL  Worth  +  0.8  I 
I  I  I 
I  I Capacity on  1-1-1990  84.2  I 
I  I  Capacity  on  1-1-1985  17.7  I 
I  EL  I Capacity on  1-1-1990  17.7  I 
I  I  Capacity  on  1-1-1985  66.6  I 
I  I  I 
I  I Changes  in 85  REP SOL  Cartagena  RED  - 4.0  I 
I  ES  I  REPSOL  La  Coruna  RED  - 1.0  I 
I  I  I 
I  I Capacity on  1-1-1990  61.6  I 
I  I  Capacity  on  1-1-1985  111.2  I 
I  I  I 
I  I Changes  in 86  MOBIL  Frontignan  - 5.7  I 
I  I  SHELL  Paulliac  - 4.0  I 
I  F  I  ESSO  Fos  RED  - 2.8  I 
I  I  f.iOBIL  Gravenchon  RED  - 0.4  I 
I  I  87  SHELL  Petit Couronne  +  0.2  I 
I  I  I 
I  I CaEacitl on  1-1-1990  98.5  I 
RED  stands for  reductions  in installed capacity. ANNKX  A.B/2 
I  I Capacity  on  1-1-1985  2.9  I 
I  IR  I Capacity on 1-1-1990  2.9  I 
I  I  Capacity  on  1-1-1985  129.8  I 
I  I  I 
I  I Changes  in  85  ENI  - Sarom  Ravenna  - 2.0  I 
I  I  TOTAL-Aquila  Trieste  - 4.5  I 
I  I  85  ENI  - Mediterranea  I 
I  IT  I  Milazzo  RED  - 3.0  I 
I  I  87  ESSO  Augusta  RED  - 2.1  I 
I  I  I 
I  I Capacity  on  1-1-1990  104.5  I 
I  I  Capacity  on  1-1-1985  73.6  r 
I  I  I 
I  I Changes  in  85  BP  Rotterdam  RED  - 1.0  I 
I  IlL  I  ESSO  Rotterdam  RED  - 1.4  I 
I  I  SHELL  Pernis  RED  - 5.7  I 
I  I  I 
I  I Capacity on  1-1-1990  65.5  I 
I  I  Capacity on  1-1-1985  14.4  I 
I  p  I Capacity on  1-1-1990  14.4  I 
I  I  Capacity on  1-1-1985  99.2  I 
I  I  I 
I  I Changes  in  85  SHELL  Androssan  Bitumen  - 0.3  I 
I  I  MOBIL  Coryton  RED  - 2.5  I 
I  I  SHELL  Haven  RED  - 3.5  I 
I  I  I 
I tnt  I  86  BP  Grnngemouth  +  0.5  I 
I  I  BP  Llnndarcy  - 5.5  I 
I  I  I 
I  I  Capacity on 1-1-1990  87.4  I 
I  Capacity on  1-1-1985  662.7 
I  I Capacity on  1-1-1986  618.6 
IEUR-121  Capacity on 1-1-1987  595.2 
I  I  Capacity on  1-1-1988  591.9 
I  I Capacity on  1-1-1990  577.8 
SOURCES  .  INFORMATION  RECEIVED  BY  THE  COMMISSION  UNDER  . . 
REGULATION  1056/72 
•  OIL  COMPANIES ANNKX  A-9 
RKFINDlG  CAPACITY  IN  THK  COMMUNITY  : 
PRIMARY  CAPACITY  UTILIZATION  RATES 
I  IN  PER  CENT  .I  1985  1986  I  1987 
I  %  I MIN.  I  ~we.  MIN.  I  MAX.  I  MIN.  I  MAX. 
I  I  I  I  I  I 
I Belgique  I  47  58  71  80  I  83 
I  I  I 
I Danmark  I  81  87  88  96  I  91 
I  I  I 
I Deutschland  I  68  81  81  94  I  92 
I  I  I 
I Ellns  I  68  68  84  91  I  93 
I  I  I 
I Espana  I  67  69  79  81  I  78 
I  I  I 
I France  I  63  69  61  66  I  71 
I  I  I 
I 
Ireland  I  43  44  I  52  53  I  53 
I  I  I 
I Ita  lin  I  51  57  I  61  66  I  66 
I  I  l  I  I Luxembourg  I 
I  I  I  I 
I Nederland  I  58  65  I  76  84  I  86 
I  I  I  I 
I Portugal  I  49  50  I  58  59  I  54 
I  I  I  I 
I United Kingdom  I  72  78 
I 
75  84  I  91 
I  I  I 
I EUR-12  I  62  68  I  71  78  I  72  79 
I  I  I  I 
N.B.  ::THE  ACTUAL  UTILIZATION  RATE  LIES  BETWEEN  : 
•  A  MINIMUM  RATE  INDICATING  THE  RATIO  OF  CRUDE  OIL  PROCESSED  IN  THE 
REFINERY  TO  THE  PRIMARY'.  CAPACITY  AT  THE  BEGINNING  OF  THE  YEAR;  AND 
•  A  MAXIMUM  RATE  INDICATING  THE  RATIO  OF  THE  TOTAL  QUANTITIES  (CRUDE 
AND  FEEDSTOCKS)  PROCESSED  Irl  THE  REFINERY  AND  THE  PRIMARY  CAPACITY 
AT  THE  BEGINNING  OF  THE  YEAR. 
(ASSUMPTION  FOR  FEEDSTOCKS  PROCESSED  IN  THE  NETHERLANDS  .  5  MT/YEAR  . 
FROM  1985) 














ANNKX  A-10 
REFINING  CAP A  CITY  IN  THE  COMMUNITY  : 
DISTRIBUTION  OF  PRIMARY  CAPACITY  ON  THE  BASIS  OF  THE  UTILIZATION  RATE  IN  1987 
---------------------------------------
IN  MILLIONS  OF  I  PRIMARY  CAPACITY  BY  RANGE  OF  UTILISATION  RATE  * 
IRATE  I  I  I  I  I 
!UNKNOWN  140-49  IS0-59  160-69  70-79  BQ-89  l9o-99  1100-110 
I  I  I  I  I  I 
B +  NL  I  8  I  - I  - I  31  14  I  19  26 
Deutschland  I  37  I  - I  - I  2  35  I  20 
Espana  I  I  - I  6  I  7  13  25  I  5  6 
France  I  6  I  15  I  16  I  6  31  I  18  7 
Italia  I  19  I  - I  10  I  24  65  I  2 
United  Kingdom  I  17  I  - I  - I  5  43  I  9  14 
EL  +  IR  +  P  I  32  I  - I  3  I  I 
I  I  I  I  I 
EUR-12  I  119  I  15  I  34  I  67  I  86  148  I  73  53 
I  I  I  I  I  I 
(*) 
THE  UTILIZATION  RATE  TAKEN  INTO  CONSIDERATION  FOR  THE  DISTRIBUTION  OF 
CAPACITY  IS  THE  MAXIMUM  RATE  DEFINED  IN  ANNEX  A-9. 
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EUR-12 
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40  50  60  70  80  90  100  110% 
UTILISATION  RATE  (%) 
NB  :  58%  OF  THE  PRIMARY  CAPACITY  IN  EUR-12  OPERATES  AT  A UTILIZATION  RATE  OF 
80%  OR  MORE. 
SOURCE  :  OIL  COMPANIES ANNEX  A-ll 
RKFINING  CAPACITY  IN  THE  Comtml!TY  : 
CONVERSION  CAPACITY  (ON  1  JANUARY) 
I  Equivalent 
I  In millions  of  1980  1985  1988  1990  capacity 
·I  tonnes/yenr  ESTHt.  coefficient  * 
I 
I Catalytic crackers  47.6  83.1  81.2  81.3  1 
I 
I Thermal  crackers  19.3  20.8  19.7  18.8  0.65 
I 
I Visbrenkers  24.9  46.1  57.2  56.3  0.33 
I 
I 
Hydro crackers  5.8  10.6  16.9  18.4  1.30 
Hydroconversion  1.3  2.10 
Coking  2.9  8.5  2.3  3.3  1.70 
Flexicoking 
I 
1.9  1.9  2.10 
I  I  I 
Total  1100.5  1169.1  I 179.2  181.3  I 
I  I  I  I 
Equivalent capacity*  I  I  I  I 
I  I  I  I 
•  in Mt  I 81  1140  I 143  145  I 
I  I  I  I 
•  % of prim.  cap.  I  9  %  I 21%  I  24  %  25%  I 
I  I  I  I 
•  % of throughput  114 %  I 31  %  I  30 %  30 %  I 
I  I  I  I 
•  Based on  total distillate yield,  as  a  percentage of feed,  relative to that 
of a  catalytic cracker. 
SOURCES  :  •  INFORMATION  RECEIVED  BY  THE  COMMISSION  UNDER 
REGULATION  1056/72 
•  OIL  COMPANIES. I  IN  MILLIONS  OF 
I  TONNES/YEAR 
AJINEX  A-12 
RKFHllllG  CAPACITY  Ill  THE  COf.tMUNITY  : 
CONVERSION  UNITS  (ON  1  JAN.)  IN  TERMS  OF 
CATALYTIC  CRACKER  EQUIVALENTS 
I  1980  I 
1988 
I  EQUIV.  !PRIMARY  !PRIMARY  I 
I  I  CAPACITY  !DISTILLATION  !DISTILLATION! 
I  I  I%  CAPACITY  I%  CAPACITY  I 
I  I  I  I 
I Belgium  I  4.3  I  8%  6.6  20% 
I  I  I 
I  Dan mark  I  1.0  I  9%  1.7  20% 
I  I  I 
I  Deutochland  I  25.3  I  16%  24.9  30% 
I  I  I 
I  Ell  as  I  0.8  4%  5.2  30% 
I  I 
I  Espana  I  2.6  4%  10.8  18% 
I  I 
I  France  I  13.1  8%  21.3  22% 
I  I 
I Ireland  I 
I  I 
I  I tali  a  I  11.0  6%  28.8  24% 
I  I 
I  Luxembourg  I 
I  I 
I  Nederland  I  6.5  6%  16.1  25% 
I  I 
I  Portugal  I  1.6  8%  1.6  11% 
I  I 
I  United  Kingdom  I  14.8  11%  26.3  30% 
I  I 
I EUR-12  I  81  9%  143  24% 
NB  :  REFORMING  UNITS  EXCLUDED. 
SOURCE  :  COMMISSION 
6& ANNKXK  A-13 
REFINING  CAPACITY  Ill THE  COJDfUNITY 
REFINERY  STRUCTURE  19Bo-88. 
NUMBER  AND  CAP A  CITY  OF  SIMPLE,  SEMI-COMPLEX 
AND  COPWLEX  RKFINKRIS  (Ofl  1  JAU.) 
I  I 
I  I 
!TYPE  OF  REFINERY  I 
I  I  NO 
I  I 
I  I 
I  I 
I Simple  I  62 
I  I 
I Semi-complex  I  24 
I  I 
I Complex  I  55 
I  I 
I TOTAL  I  141 
I  OF  WHICH  I 
I  I 
I Refineries over  I 
I 1  Mt/year  I  129 
Definitions  : 
Simple  refinery 
Semi-complex refinery 
Complex  refinery 
SOURCE  COMMISSION. 
1980  1988 
PRIMARY  NO  PRIMARY 
CAPACITY  CAPACITY 
I 
en  Mt  I 
en %  en  Mt  en % 
249  I  27  16  43  7 
I 
148  I  16  20  89  15 
I 
523  I  57  58  460  78 
I 




915  I  90  590 
Primary distillation plus reforming 
and hydro-desulpurization 
"Simple refinery"  plus visbreaking unit 
and  thermal  cracker 
"Simple"  or "aemi-complex"  refinery plus 




















EUR-12  :  CAPACITE  PRIMAIRE  ET  DEMANDE  FOURNIE  PAR  LES  RAFFINERIES  (1978-95) 
SCENARIO  DE  PRIX  FAIBLE  (15-20$/BBL). 
EUR-12: PRIM:\RY  CAPACITY  VEI\SUS  DEJ\L\ND  ON  REFINERIES  (1978-95) 
.  LOW  OIL  PRICE SCENARIO  ($15-20/BLL) 
MiLLiO~-~ TO:~/r{r\R  MI~LION BARREL../DAY 
20  I  I  !  I  j  !  I  I  !  I  I  I  I  I  i  I  ;  I . ;  I  !  .  I  I  I  I  :  :  I  I 
900 -+  :  .. jNor,I!NAL CAPACITY-~---+--+-~  ·  :  I 
i  I  I  CAPACITE  NOMINALE  II  I  I  !  I  I 
I  I  I  .  I  .  •  I  I 
i  .l  i  :  !  I  I  I  i  !  :  I  i  I  i  !  ;  I  I  I  I 
18 
-···~··- .  :+-- -i 
; Of NOM.C.A.P.  i  II  ;,·  . 
I  I 
1 
• 
~-~I  i  :  I  .  I  I  I.  !' 
~  ':  I  I 
1  ,---~  I  1  1  1  r-+-
1  I  1 14 
.  .  'I  I  .  I  I  !  I 
01:_  CONSUM0 '!"!0N  I  I  .  i  --NE. T lh.lPORTS 
..•  :.~~MAT~~~R~\  ~  ~,!  j  ~  i  /!  IMPORTATIONS  NEllES 
:  I  1  K  ---.  -:L-j  ---t·---t---+---·  -~·--·1  12 
I  .  '  I  ~  I  I  ;  .  . .  ,..  : r  -..  I  l  .  .  !  I  'J·~ .  I  \  •  .  "'-..  i  i  I  I  I  I  I  I 
I  I  .  ~1·  !  \  I  ""'(  .  I  !  ffim  ,  .  , Tl''  .J  •  i  '  I  ... ,.  . . . . .  . ., ·r 
--1-t-rr·~·. .  .  ·r~lllimfftmfitl~n .  ~~Hl 10 
REF1NERY  THROUGH?UT - l  !  r  1  1  i  .,  I  TRAITE~ENTS EN  RAFFINERIES I  ;  i  i  I  :  I  i  I  I 
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I  _.. 
.:--AJnmx  A-15 
REFINING  Ill nm  comnmiTY: 
OVKRALLL  BALAJICE,  1980 - 95 
---------------
I  IN  MILLIONS  OF  TONNES  I  1980  I 1985  I  1986  1987  1995  I  1995  I 
I  PER  ANNUM  I  I  I  SCENARIO  I  SCENARIO! 
I  I  I  I 
25-30$/b I 
15-20$/b 
I Total oil consumption  I  577  I  486  I  502  502  485  I  520 
I of which  :  I  I  I  I 
I  I  I  I  I 
I  •  inland deliveries  I  510  I  430  I  441  442  430  I  455 
I  I  I  I  I 
I  •  international bunkers  I  29  I  27  I  31  30  27  I  34 
I  I  I  I  I 
I  •  refinery consumption  I  37  I  29  I  30  30  28  I  31 
I  I  I  I  I 
I  I  I  I  I  I 
Net  supplies of finished  I  7  I  33  I  21  I  30  30  30 
petroleum products of  I  I  I  I 
which  :  I  I  I  I 
I  I  I  I 
•  net imports  from  I  12  I  24  I  19  I  27  25  25 
non-Community countries!  I  I  . 
I 
I  I  I  I 
•  Primary  sources  (*)  I  2  I  5  I  5  I  5  5  5 
I  I  I  I 
•  Drawn  from  stock  I -5  I  4  I  -3  I  - 1 
I  I  I  I  I  I 
Refinery  throughput:  I  I  I  I  I 
I  I  I  I  I 
•  Crude oil  (including  I  545  408  437  I  428  I  410  445  I 
condensates)  I  I  I  I 
I  I  I  I 
•  Total  (including all  I  570  453  481  I  472  I  455  490  I 
feedotocks)(**)  I  I  I  I 
I  I  I  I  I 
Primary distillation  I  I  I  I  I 
capacity  (on  1  January)  I 920  663  619  I  595  I  575  I  575  I 
I  I  I  I  I 
Utilisation capacity  I  I  I  I.  I 
in relation to  :  I  I  I  I  I 
•  crude oil processed  I  59%  62%  71%  I  72%  I  71%  I  77%  I 
•  total througput  I  62%  68%  78%  I  79%  I  79%  I  85%  I 
SOURCE  :  COMMISSION 
(*)  Directly  usable  associated  materials  including  by-products  from  the 
production of natural gas. 
(**)Assumption  for  feedstocks  in the Netherlands  :  5  Mt/yearr  from  1985. 
11 ANNEX  A-16 
llEFllUNG  IN  THE  COMMUNITY: 
BALANCE  BY  PRODUCT,  1985,  1986  AND  1987 
I  1985  I  1986  I  1987 
I  I  I  I  I  I 
I  IN  MILLIONS  OF  TONS  PRODUCT I  DEMAND  !PRODUCT.!  DEMAND  PRODUCT.!  DEMAND 
I 
I 
ILIQUIFIED  PETROLEUM  12.4  I  17.5  I  12.6  I  17.8  13.2  I  18.7 
jGAS  (LPG)  I  I  I  I 
I  I  I  I  I 
!NAPHTHA  16.6  I  25.1  I  19.5  I  26.0  14.7  I  24.5 
I  I  I  I  I 
!PETROL  97.0  I  91.2  I  100.6  I  95.5  103.3  I  97.7 
I  I  I  I  I 
!KEROSENE  AND  JET  FUEL!  26.9  I  21.7  I  29.2  I  22.8  30.0  I  24.0 
I  I  I  I  I  I 
jGAS  OIL  I 148.0 I  169.2  I  160.1  I  177.2  150.5  I 174.8 
I  I  I  I  I  I 
!FUEL  OIL  I  90.6  I  97.4  I  99.2  I  97.0  95.2  I  91.7 
I  I  I  I  I  I 
!OTHER  PRODUCTS  I  29.5  I  34.1  I  25.8  I  35.2  31.1  I  41.6 
'ALL  PETROLEUM  I  I  I  I  I 
!PRODUCTS  I  421  I  456  I  447  I  473  438  I 473 
SOURCES:  EUROSTAT  AND  OECD. 
NB  PRODUCTION  = NET  REFINERY  PRODUCTION  +  ASSOCIATED  PRODUCTS 
ASSOCIATED  PRODUCTS  = FINISHED  PRODUCTS  (LPG  AND  OTHER  PRODUCTS 
OBTAINED  FROM  THE  PRODUCTION  OF  CRUDE  OIL  AND 
NATURAL  GAS) 
DEMAND  = INLAND  DELIVERIES  +  INTERNATIONAL  BUNKERS ANNNKX  A-17 
KJtPLOYJtKNT  Til  Tim  RKFINTIIG  INDUSTRY 
IN  THOUSANDS  I  1980  1984  1985  1986 
OF  PEOPLE  EMPLOYED' 
Belgium  5.6  4.7  4.3  3.7 
Denmark  (3.2)  3.2  3.2  (3.2) 
Deutschland  32.0  29.9  28.1  26.6 
Espana  14.5  13.6  13.9  10.6 
France  31.9  27.2  26.2  24.7 
Ireland  0.4  0.4  0.3  0.3 
Italia  26.1  24.9  25.5  (25.5) 
Luxembourg  I  I 
I  I 
Nederland  10.0  I  10.0  I  9.9  9.7 
I  I 
United  Kingdom  29.9  I  23.6  I  22.2  (20.8) 
I  I 
EUR-10  153.6  I  137.6  I  133.6  (125.1) 
I  I 
Ellas  +  Portugal  (6.4)  I  (6.4)  I  (6.4)  (6.4) 
EUR-12  ESTIM. 
SOURCE 
I  I 
(160)  I  (144)  I  (140)  (131.5) 
EUROSTAT  - NACE  FOR  DATA  UNTIL  1986.  FIGURES  I~ BRACKETS 
ARE  ESTIMATES.  EUROSTAT  DATA  DO  NOT  COVER  GREECE  AND' 
PORTUGAL. 
7-3 ANNEXE  A-18 
EUR-12:REFINERY  NETBACK  VERSUS  COST  OF  CRUDE 
VALORISAllON  EX-RAFFINERIE  ET  COUT  DE  PETROLE  BRUT 
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SOURCE  :  INFORMATIONS  RECUES  PAR  LA  COMMISSION  EN  APPLICATION  DES 
DIRECTIVES  ''TRANSPARENCE". ANNEX  A-19/1 
QUALITY  OF  PRODUCTS  AND  ENVIRONMENTAL  PROTECTION: 
CHANGES  IN  niE TECinliCAL  SPECIFICATIONS  FOR  PETROLEtDJ  PRODUCTS 
AND  ENVIRONMENTAL  PROTECTION  LEGISLATION 
1.  Technical specifications for motor fuels 
1.1.  Limit  on  the  lead  content of leaded petrol. 
In  the  Community  Directive  85/210/EEC  "leaded  petrol"  is  understood  to 
mean  all  petrol  other  than  unleaded  petrol  (whose  lead  content  may  not 
exceed  0.013  g/1)  whose  lead  content  may  not  be  greater  than  0.40  g/1 
nor  less  than  0.15 g/1.  This  directive  also provides  that Member  States 
will  reduce  the  lead  content  of  leaded  petrol  on  their  market  to  0.15 
g/1  as  soon  as  they  judge it appropriate  to  do  so, 
Some  Member  States  (B,  D,  DK,  EL  for  premium  gasoline,  L,  NL  and  UK) 
have  opted  for  the  lower  limit. 
The  other Member  States  (ES,  F,  IRL,  EL  for regular gasoline,  I  and  P) 
have  opted  for  the  upper limit. 
1.2.  The  Community  legislation lays  down  specifications for  Eurograde  petrol: 
unleaded petrol,  minimum  octane  number  at  the  pump  85  MON/95  RON,  and 
maximum  5%  benzene  content. 
The  European  Committee  for  Standardization has  been  asked  to  define  the 
other quality specifications for  Eurograde petrol. 
By  1  October  1989  unleaded  Eurograde  petrol  must  be  readily available in 
all Community  Member  States. 
There  are  no  European  provisions  defining  the  quality  of  unleaded 
regular  petrol,  but  the  Community  legislation  (Directive  87/416/EEC) 
does  allow Member  States to ban  the sale of leaded regular petrol:  such 
a  ban  has  been  in  force  in  Germany  since  1  February 1988  and  is planned 
in Luxembourg  with  effect from  1  September  1988. 
Other  Member  States  (  DK,  NL)  have  virtually  removed  leaded  regular 
petrol  from  their markets  as  a  result of tax measures. 
In  general,  there  is  now  a  considerable  demand  for  unleaded  petrol, 
ranging from  20  to  25%  of total petrol sales only in those  Member  States 
(D,  DK  and  NL)  which  have  taken  tax  measures  to  offset the  extra costs 
of refining  unleaded petrol.  In  the  other  countries  demand  is still 
less than 1%. 
In  1988  Ireland  and  the  United  Kingdom  also  introduced  tax  measures 
designed  to  encourage  the  use  of unleaded petrol. 
Directive  88/76/EEC  provides  that  from  1.10.1990  Member  States  cay 
forbid  the  putting  into  circulation  of  new  vehicles  if  they  are  not 
designed  to operate  on  unleaded petrol.  Given  the  optional  character of 
this  directive  it remains  to  be  seen  what  policies  Member  States  and 
vehicle manufacturers  will  follow in this regard. AJRlEX  A-19/2 
1.3.  Limit  on  the  sulphur content of diesel  motor  fuel  (automotive  gas oil). 
Community  Directive  87/219/EEC  provides  that  after 1.1.1989  the  sulphur 
content of diesel fuel  may  not  exceed  0.3%  by  weight.  It also lays  down 
that  !·~ember  States  may  make  it  obligatory  to  usc  diesel  fuel  whose 
sulpur content  is 0.2%  by  weir,ht.  The  marketing  of  diesel  fuel  whose 
sulphur content is below  0.2%  may  not be  forbidden. 
Some  Member  States  (B,  D, 
opt for  the  lower  limit. 
the  upper  limit. 
DK,  L  and  NL)  have  said that  they  intend  to 
The  other  Hember  States will  probably  adopt 
2.  Technical opccificntionG for fuel oiln 
2.1.  Limit  on  the  sulphur  content of heating gas oil. 
As  for  diesel  fuel:  see  section 1.3 above. 
2.2.  Limit  on  the  sulphur  content of heavy  fuel  oils. 
There  are  no  Community  provisions  concerning the sulphur content of fuel 
oils.  The  grades  marketed arc  generally  high-sulphur  (3.5  or 4.5% S) 
nnd  low-sulphur  (1%)  oils. 
In  some  Hember  States,  however,  the national provision  impose  a  1%  upper 
limit  on  the  sulphur  content  of  fuel  oils,  or allow  for  the  imposition 
of such  n  limit. 
3.  r~otor vehicle  ccim:>ion  otnndnrdo 
3.1.  Passenger petrol  and  diesel-enr.ined vehicles 
Community  Directive  88/76/EEC  nets  new  otricter  limits  for  gaseous 
emissions  to  which all passenger petrol  and  diesel vehicles  must  conform 
to  obtain  EEC  type  approval.  The  effective  dates  vary  according  to 
engine  capacity  from  1.10.1988  for  new  vehicle  types  over  2  11 tres  to 
1.10.1996  for all  new  diesel  vehicles with  direct injection  between 1.4 
and  2  li  tres.  A  proposed  directive  regarding  value  limits  for  the 
second  stage  of  reduction  for  vehicles  in  the  1.4  litre  category  i:J 
under  discussion  in  the  Council. 
Directive  88/76/EEC,  like all Community  legislation on  exhaust emission 
standards,  follows  a  procedure  called "optional harmonisation".  Member 
States may  not reject  a  vehicle  which  conforms  to EEC  type  approval  but 
different national  legislation can  be  applied optionally in the  domestic 
market.  Consequently it is aloo  optional for  the  P.tember  States  (Art.  3.2 
of  Directive  88/76/EEC)  whether  or  not  they  prohibit  in  their  home 
market  from  1.10.1990  new  petrol-engined  vehicles  not  designed  to  run 
exclusively on  EUROGRADE  unleaded petrol. As  regards  particulate  emissions  from  private  diesel 
Council  adopted  on  16.6.88  the  Directive  88/436/EEC. 
reduction will  be  studied during  1989. 
3.2.  Heavv  Diesel  Vehicles 
vehicles,  the 
A  second  stage 
Directive  88/77  /EEC  sets  for  the  first  time  in  the  Community  limit 
values  for  gaseoun  emissions  from  these  vehicles.  The  Commission  will 
present during  1989  proposals  for  a  second  stage reduction. 
Pnrticulate  emission~::  from  these  vehicles  are  not  yet  regulated  at 
Community  level  but  the  Commission  will present proposals  in this regard 
durlng  1989  as  well. 
7-7 MlNRX  A-19/~ 
4.  Limit on pollutant cmissionD  from  combustion plnnts 
4.1.  Limit  on  pollutant  emissions  from  small  combustion pltmts  (up  to  50  MW). 
This  matter  is being  examined  by  Commission  staff.  Several alternative 
ways  of limiting emissions  are  under  discussion,  including: 
(a)  reducing the  sulphur content  of the  fuels  used  (coal  and  fuel  oil) 
or 
(b)  imposing  emission  limit values. 
Consultations  with  CONCAWE  for  the  oil  industry  and  the  national 
associations  for  the  coal  industry  (D,  ES,  UK)  are  under  way  concerning 
the  technical  and  econonic  aspects.  On  the  basis  of  thin  work  it is 
expected  that  the  Commission will  submit proposals  to  the  Council  during 
1989. 
4.2.  Limits  on  pollutant emissions  from  large  combustion plants  (over  50  IF.W). 
On  June  28/29/1988  the  Council  reached  an  agreement  on  a  directive  for 
the limitation of emissions  of pollutonts  (S0
2
,  NO  ,  dust)  into the nir 
from  large  combustion plants  (  50  MW  thermnr).  ~mission limit  values 
for  new  plants  are  fixed  for  all  three  pollutants.  T'nere  are  also 
npecial  articles  in  the  Directive  for  multi-fuel  firing  installations, 
such as refineries. 
At  the  national  level overall  so2  and  NO  emisssion  ceiling are  set for 
existing  large  combustion  pl~~s  in  t993,  1998  and  2003.  The 
percentages  of  reduction  of  SO  emissions  to  be  achieved  in  2003 
compared  to  1980 vary  between  Mem~er states  from  34  to  7CJY.  artd  for  NO 
from  0  to  40%.  Derogations  are  given  to  some  Member  States  to  tak~ 
account of their specific situation. .ANUKX  A-20 
IllTEilliAL  ENERGY  llARKET 
OBSTACLES  tr.Inllrl niE OIL  SECTOR 
5.  Exploration  and  production monopoly 
6.  Exploration  licensing procedures 
7.  Oil-field development  conditions 
8.  Taxation of oil production 
9.  The  landing obligation 
10.  Restrictions  on  imports  of  crude  oil  and/or  petroleum  products 
from  certain non-Community  countries. 
11.  The  obligation to accept crude oil acquired by  the State. 
12.  The  obligation  to  use  national-flag  shipping  for  the  carriage  of 
crude oil and/or petroleum products  by  sea. 
13.  The  obligation to  use  a  national carrier  for  the  inland transport 
of oil products. 
14.  Exclusive right of refining 
15.  Exclusive  right to market  the output of national refineries  on  the 
domestic market. 
16.  Quantitative restrictions on  the importation of EEC  oil products. 
17.  Import licences  and  declarations for  EEC  oil products. 
18.  Prohibition  of  trans-frontier  deliveries  affecting  distributors 
not  approved  in the  country of destination. 
19.  Differences  in  rules  and  technical  norms  applicable  to  different 
petroleum products. 
20.  Differences  in compulsory storage arrangements. 
21.  Pricing systems 
22.  Differences  in indirect tax systems  with regard  to oil products 
Excise  duty  and  VAT 
- Harmonization of exise  duty 
- Approximation  of VAT 
23.  Existence of other  indirect  taxes  (parnfiscal,  counter-cyclical, 
etc.) 
*  Extract from  COM  (88)  238  final of 2  May  1988. .MlNKXESD 
Annexes  concerning the  Community's  external trade  in petroleum products 
B-0  :  Explanatory notes  on  the statistics on  imports/exports of crude oil  and 
petroleum products. 
B-1  Imports  of  petroleum  products  from  non-Community  countries,  1986  and 
1987. 
B-2  Net  balance  of  intra-Community  trade  and  trade  with  non-Community 
countries,  1981-87 
B-3 
B-4 
Imports  of  petroleum  products  from  non-Community  countries, 
Member  States  and  for  EUR-12,  1987. 
Imports  of  petroleum  products  from  non-Community  countries, 
Member  States  and  for  EUR-12,  1986. 
by 
by 
B-5  Imports  of petroleum products  from  non-Community  countries,  by  economic 
area of origin,  1981-87. 
B-6  Imports  of petroleum products  from  non-Community  countries,  by  customs 
category 1981-87. 
B-7  Imports  of petroleum products  from  non-Community  countries,  by product 
category,  1981-87. 
B-8  Imports  of petroleum products  from  non-Community  countries,  by  product 
category and  by  f.tember  State,  1986  and  1987. 
B-9  Exports  of petroleum products,  by  product category and  main  country of 
destination,  1986  and  1987. 
B-10:  Overall  pattern  of  external  trade  in  finished  petroleum  products, 
1981-87. EXPLAllATORY  NOTES  ON  nm STATISTICS  ON  HIPORTS/KXPORTS  OF  CRUDE 
OIL  AND  PRODUCTS  INTO/FROM  nm com.nJNITY 
The  Community  has  two  main  sources  of  statistics  on  imports  and 
exports  of  crude  oil  and  petroleum  products.  First,  it  has  the 
"NIMEXE"  statistics  on  the  Community's  foreign  trade  and  on  trade 
between  Member  States,  compiled  from  customs  sources.  Second,  there 
are  the  "CHRONOS"  data  compiled  from  a  variety  of aources,  including 
the  national  authorities,  industrial  federatioins  etc.  by  the 
Statistical  Office  of  the  European  Communi ties  and  stored  in  a  data 
bank. 
Nimexe  offers  detailed  information  on  the  precise  types  of products 
imported,  on  their  origin  and  on  the  customs  and  tariff  treatment 
given.  These  are  therefore  the  most  useful statistics  for  analysing 
import  into the  Community  countries. 
However  they  draw  no  clear  distinction  between  imports  of  consumer 
products  and  imports  of feedstocks  needing further refining. 
This  distinction  is  fundamental,  however,  for  the  purposes  of 
nsnessing  the  real  impact  of  imports  on  nctivi  ty  in  the  refining 
industry.  Consequently  the  Commission  also  uses  the  CHONOS  data  to 
compile  the overall statistics on  foreign  trade  in petroleum products, 
and  the statistics on  refining in the  Community. 
Although,  unlike  the  NIMEXE  statistics,  the  CHONOS  figures  cover 
general  trade  in  the  Community,  including  transfers  from  customs 
warehouses,  they  no  longer  normally  contain  declared  feedstocks 
imports,  as  a  result of quarterly statistical operations. 
However,  it is not  absolutely certain that all feedstocks  imported are 
declared  as  such.  For  one  thing,  some  Member  States are  unable  to 
differentiate  clearly  between  imported  feedstocks  and  feedstocks 
produced  at  their  own  refineries.  For  another,  feedstocks  can  be 
imported  without declaring them  as  such,  for  instance  under  the GSP  or 
preferential  agreements. EUR-12  PETROLEUM  PRODUCTS  InPORTS  FROM  THIRD-PARTY 
COUNTRIES  TO  THE  EUROPEAIJ  COMUNITY 
ANNEX  8  - 1 
in  thousand  tons 
!Petroleum  products  imports  I  Variations  1987/1986  I 
!from  third-party  countries  1986  1987  I  000  T  I  X  I 
Ito the  E.C.  I  I  I 
!All  products/all  uses,  of  which: I  101  554  108  154  I  +  6  600  +  6.5  I 
I -light oils  I  21  055  21  312  I  +  257  +  1. 2  I 
I  -medium oils  I  961  1  117  I  +  156  +  16.2  I 
I -gas-oil  I  29  212  30  449  I  + 1  237  +  4.2  I 
I -fuel-oils  I  38  414  42  784  I  +  4  370  +  11.4  I 
I  - other  products  I  11  912  12  492  I  +  580  +  4.9  I 
I  I  I  I 
!All  products/all  uses,  of  which: I  101  554  108  154  I  +  6  600  +  6.5  I 
I  - specific  treatment  or  I  I  I 
I  chemical  conversion  I  48  107  48  376  I  +  269  +  0.6  I 
I  - other uses  I  53  447  59  778  I  +  6  331  +  11.8  I 
I  (destined  for  consumption)  I  I  I 
I  I  I  I 
All  products/all uses,  from:  I  101  554  108  154  I  +  6  600  +  6.5  I 
- Industrializ~ third  I  I  I 
countries, of uhicb/!  I  20  547  22  098  I  +  1  551  +  7.5  I 
EFTA  I  8  089  10  693  I  +  2  604  +  32.2  I 
United  States  I  9  810  8  493  I  - 1  317  - 13.4  I 
I  I 
- Developing  countr.,of which  : I  44  770  45  256  +  486  +  1 •  1  I 
Kuwait  I  9  686  9  sao  186  - 1.9  I 
Libya  I  7  439  7  738  +  299  +  4.0  I 
Algeria  I  7  392  7  431  +  39  +  0.5  I 
Saudi  Arabia  I  5  737  6  727  +  990  + 17.3  I 
Venezuela  I  2  566  1  608  958  - 37.3  I 
OPEC  I  37  413  38  244  +  831  +  2.2  I 
OAPEC  (Egypt  included)  I  37  994  40  440  + 2  446  +  6.4  I 
G.C.C.  I  16  520  16  964  +  444  +  2.7  I 
- Countries uith State trade,  I  I 
of  which  I  36  237  40  800  +  4  563  +  12.6  I 
U.S.S.R.  I  27  704  30  976  + 3  272  + 11.8  I 
Romania  I  5  358  6  701  +  1  343  +  25.1  I 
I  I 
Source  :  External  trade statistics of  the  Community  (customs  declarations  : 
NIMEXE  System) 
Feedstocks  included EUR-10/EUR-12  - NET  mPORTER/(EXPORTER)  BALAUCE  OF  I!HRAC0:-.:7.UHITY  TRADE  AND  TRADE 
WITH  THIRD  COUIHRIES  TO  THE  EC  OF  ALL  PETROLEUi1  PRODUCTS 
Evolution  fro~ 1981  to  1987 
in  millions  of  tons 
--- ~- I  I  --r--
1  I  1981  I  1982  I  1983  I  1984  I  1985  I  1986  I  1987  I 
I  I  EUR-10  I  EUR-10  I  EUR-10  I  EUR-10  I  EUR-10  I  EUR-12  I  EUR-12  I 
I  I  I  I  ·I  I  I  I  I 
I  I 
I  !Bal.  Bal.  !Bal.  Bal.  !Bal.  Bal.  !Bal.  Bal.  !Bal.  Bal.  !Bal.  Bal.  !Bal.  Bal.  I 
I  !intra- ext~a-lintra- extra-lintra- extra-lintra- extra-lintra- extra-lintra- extra-lintra- extra- I 
I  I  EC  EC'- I  EC  EC  I  EC  EC  I  EC  EC  I  EC  EC  I  EC  EC  I  EC  EC  I 
I  I  I  I  I  I  I  I  I 
I  France  I  <3.6)  6.3  I  <0.0)  10.5  I  1.7  9.9  1.6  7.2  0.3  9.7  I  3.7  11.0  I  6.6  14.1  I 
I  Belgium/Luxe~bourg  I  (3.3)  0.7  I  <1.2)  2.0  I  (0.4)  2.7  (0.1)  3.4  0.8  3.9  I  0.8  2.6  I  0.6  0.2  I 
I Netherlands  1<16.7)  7.1  1<21.7)  9.9  1<24.0>  9.0  <28.6)  8.7  (29.0)  12.8  1<32.0)  11.6  1<31.0>  11.0  I 
I  F.R.G.  I  17.4  8.1  I  17.1  10.1  I  20.7  12.3  21.3  12.0  24.9  13.3  I  31.1  13.5  I  29.2  12.6  I 
I  Italy  I  (0.3)  8.6  I  (2.0>  10.0  I  (0.5>  16.1  (1.3>  20.5  (1.6)  22.6  I  (4.5)  18.3  I  <2.4)  24.4  I 
I  United  Kingdom  I  (2.3)  2.6  I  (2.6)  4.6  I  (3.5)  5.7  0.7  11.5  (2.4)  9.7  I  (3.4)  8.1  I  <4.9)  8.9  I 
I  Ireland  I  4.1  0.2  I  3.8  0.2  I  2.8  0.2  2.8  0.3  2.6  0.2  I  3.6  0.4  I  2.9  0.2  I 
I  Denmark  I  3.1  2.4  I  2.7  3·.6  I  1.2  3.1  (0.0)  3.6  0.3  3.6  I  0.2  3.2  I  (0.2)  3.3  I 
I  Greece  I  (0. 2)  (0.6)  I  (0.4)  (1.0) I  CO. 2)  (0.6)  (0.5)  (0.4)  CO. 7>  (0.1) I  (0. 2)  <0.4) I  CO. 7)  (0.4)  I 
I  Spain  I  ,  I  I  I  (6.8)  0.4  I  <4.7)  1.4  I 
I  Portugal  I  I  I  I  1.2  0.3  I  1.4  0.2  I 
I  I  I  I  I  I  I 
I  EUR-10/EUR-12  I  I  I  I  I  I  I  I 
I  - feedstocks  incl.<1>  I  <1.9>*  35.5  I  <4.3>*  49.9  I  <2.2>*  58.4  I  <4.0>*  66.9  I  <4.6>*  75.5  I  <6.3>*  68.9  I  <3.2>*  75.9  I 
I  -feedstocks excl.(2)  I  n.d.**  7.0  I  n.d.**  21.3  I  n.d.**  15.5  I  n.d.**  29.2  I  n.d.**  29.6  I  n.d.**  18.9  I  n.d.**  27.0  I 
I  I  I  I  I  I  I  I  I 
~  w 
Sources  :  (1)  External  trade  statistics of  the  Co~munity and  trade  between  Member  States  <customs 
declarations  :  NIMEXE  system)  - Feedstocks  included 
(2)  t~ational data  <databank  :  CRONOS  of  EUROSTAT)  - Feedstocks  excluded 
*  Statistical error  :  Difference  between  the  import  and  export  returns  at  intra-Community  Level 
**  n.a.  :  non  available 









N EUR-1.f.  - PETROLEUtl  PRODUCTS  IMPORTS  OF  THE  EUROPEAU  CO~HIITY 
FRO"  THIRD-PARTY  COUNTRIES 
Period  :  Year  1987 
in  thousand  tons 
r--
1  EUR-12  I  F.R.G.*  France  I  Italy  \Netherl. \Belg/Lux\Un.Kingdl  Ireland I  Denmark  \Greece  I  Spain  \Portugal 
I  I  I  I  I  I  I  I  I 
!ALL  products/all uses,  108  1541  15  046  17  494  31  9871  14  5811  4  2221  13  004  2251  4  5561  7391  5  917  383 
I  f rom  :  ·  ·  \  I  I  I  I  I  I  I 
I  '- I  I  I  I  I  I  I 
1-Industrializedthird  220981  5268  2913  44791  1205  8311  2693  411  28041  1031  1732  28 
I countries,  of  ~hich  :  I  I  I  I  I  I 
I  EFTA  10  6931  4  068  594  2511  759  2551  1  874  Ol  2  8031  431  24  23 
I  United States  8  4931  1  056  1  778  2  6861  393  3731  608  411  11  601  1  493  5 
I  I  I  I  I  I  I 
1- Developing  countries  45  2561  3  282  9  222  16  7831  5  541  6891  5  765  61  4781  3591  2  801  329 
I  of  which  :  I  I  I  I  I  I 
I  Kuwait  9  5001  457  1  483  4  6961  1  477  121  652  -1  1831  -1  498  42 
I  Libya  7  7381  668  1  118  2  0241  419  -1  2  922  -1  731  81  4121  93 
I  Algeria  7  431  1  158  1  731  9071  1  553  691  1  358  -1  1861  -1  2751  1941 
I  Saudi  Arabia  6  727  180  1  920  2  6791  1  010  2681  1641  -1  -1  ·1371  3701  -1 
I  Venezuela  1  ~608  0  92  1  2361  174  11  1051  -1  -1  -1  -1  -1 
I  OPEC  38  244  2  827  7  650  14  1311  4  773  6291  5  2981  -1  4781  3071  1  8211  3291 
I  OAPEC  (Egypt  incl.>  40  440  3  107  8  807  14  5421  4  807  5351  5  5191  61  4781  3131  1  9971  3291 
I  G.C.C.  16  964  658  3  692  7  3751  2  7041  2801  8161  -1  1831  1371  1  0771  421 
I  I  I  I  I  I  I  I  I  I  I 
1- Countries with  State!  40  800  6  495  5  359  10  7251  7  8351  2  7021  4  5461  1781  1  2731  2761  1  3841  261 
I  trad~, of  which  :  I  I  I  I  I  I  I  I  I  I 
I  u.s. s.  R.  I  30  976  4  590  3  730  6  420 I  7  001 I  2  6681  4  3391  1781  850 I  591  1  140 I  1 I 
I  Romania  I  6  701  316  1  360  4  0761  5561  241  1351  -1  -1  911  1191  251 
I  I  I  I  I  I  I  I  I  I  I 
Source  :  External  trade statistics of  the  Co~~unity  (customs  declarations  :  NIMEXE  System) 
--- Feedstocks  included. 










~ EUR-12  - PETROLE~ PRODUCTS  I~ORTS OF  THE  EUROPEAN 
CO!":MUNITY  FROtt  THIRD-PARTY  COUUTRIES 
Period  :  Year  1986  thousands  of  tons 
r 
I  EUR-12  I  F.R.G.*I  France  Italy  INetherl.IBelg/LuxiUn.Kingdjireland  !Denmark  I  Greece  I  Spain  !Portugal 
I  I  I  I  I  I  I  I  I  I  I 
!All  products/all uses,  101  5541  16  0411  15  164  25  7291  15  2141  5  7001  12  8591  4031  4  4891  8401  4  6201  495 
I  from  :  I  I  I  I  I  I  I  I 
I  I  I  I  I  I  I  I  I 
1-Industrializedthird  20547  39861  2510  40791  14611  9351  23201  125  28821  1451  2025.1  78 
I  countries,  of  which  :  I  I  I  I  I  I  I  't 
I  EFTA  8  089  2  6031  324  1261  5591  3601  1  231  I  26  2  8321  Dl  Sl  23 
I  United  States  9  810  1  191 I  1  693  2  5001  8021  4411  911 I  99  SOl  1181  1  9491  \  55 
I  I  I  I  I  I  I  I  I 
C0 
~ 
-Developing countries  44  770  4  0171  7  416  14  6181  7  3571  1  3031  6  6791  93  2691  5291  2  1241  364 
of  which  :  I  I  I  I  I  I  I  I 
Kuwait  9  686  9411  1  126  4  4441  1  7151  511  7261  - 1431  -1  4241  116 
Libya  7  439  6731  1  064  1  5231  5011  2011  2  8321  - -1  -1  6451  -
Algeria  7  392  1 4771  1  347  9391  1  9891  1301  1  1541  - 791  -1  2041  731 
Saudi  Arabia  5  737  2041  1  824  1  6791  1  1571  2461  1841  - -1  931  2981  521 
Venezuela  2  566  1891  290  1  1451  5761  91  3011  461  101  -1  -1  -1 
OPEC  37  413  3  6171  6  387  11  4931  6  5721  1  0361  5  3931  461  2561  4831  1  8291  3001 
OAPEC  (Egypt  incl.)  37  994  3  6111  6  851  11  9721  6  1401  9511  5  3261  -1  2471  5281  2  0671  3001 
G.C.C.  16  520  1  2201  3  235  6  2021  3  4201  3141  9251  -1  1681  931  7761  1681 
- Countries with State 
trade,  of  which 
U.S.S.R. 
Romania 
36  237 
27  704 
5  358 
I  I  I  I  I  I  I  I  I  I 
8  0381  5  238  7  0321  6  3961  3  4621  3  8601  1851  1  3381  1661  4701  531 
I  I  I  I  I  I  I  I  I  I  I 
5  5981  3  6371  4  4711  5  4331  3  3471  3  5421  1351  7651  591  2741  531 
7361  1  3681  2  2351  6451  471  1261  SOl  -1  261  1241  -1 
I  I  I  I  I  I  I  I  I  I  I 
Source  :  External  trade statistics of  the  Co~unity (customs  declarations  :  NIMEXE  System) 
Feedstocks  included. 






.r-EUR-10/EUR-12  - OIL  PRODUCTS  IMPORTS  BY  COUNTRY  OF  ORIGIN  AND  ECONOMIC  AREA-
IN  X OF  TOTAL  THIRD  COUNTRIES  IMPORTS 
1981  1982  1983  1984  1985 
-Industrialised countries,  20.2  24.5  27.0  25.8  22.2 
of  which  :  EFTA  9.6  8.6  11.4  10.8  8.\ 
USA  7.6  9,7  8.6  6,6  6. 5  ·. 
Spain  1. 9  4.2  4,9  5.2  4.4 
- Developing  countries,  44.9  40.4  37.7  39.3  45. 1 
of  which  :  Saudi  Arabia  5.2  2.7  1,3  3,1  4.1 
Kuwait  3.3  5.2  9.3  9,7  10.0 
OPEC  25.2  25.4  27.1  28.9  34.9 
OAPEC  (*)  22,3  21,1  24,1  26.9  33.2 
GCC  - 9.6  8.4  11.5  13,2  15,1 
- State trade  countries  34.9  35.1  35.3  34.9  32.7 
in  7. 













Source  :  External  trade  statistics of  the  Community  (customs  declarations  :  NIMEXE  System)  - Feedstocks  included 
(*)  Egypt  included 
( uJ  Portugal  excepted 
























EUR  10  I  EUR  12  - ANALYSIS  OF  OIL  PRODUCTS  IMPORTS  FROM  THIRD  COUNTRIES 
--------------- ON  THE  BASIS  OF  CUSTOMS  DEFINITIONS 
in  mio  t./in % 
E U R  - 10  ;  EUR  - 12 
1 9 8  1  1 9  8  2  1  9  8 3  1 9 8  4  1 9  8  5  1 9 8 6  1  9  8  ·r 
-----.---· 
mio  t  I.  mio  t  Y.  mio  t  I.  mio  t  I.  mio  t  I.  mio  t  I.  mio  t  I.  -------· --· 
.. 
A)  Imports  at  zero  dut)  41.8  65.0  52.9  66.7  58.1  65.8  f\.  59.8  63.5  69.2  65.6  64.0  63.0  66.5  61.5 
- For  specific  treatmert  ' 
or  chemical  convers ior  26.3  '·0. 9  32.8  41.4  41.4  '•6. 9  4'0. 7  '·3. 2  49.2  46.6  48. 1  47.3  48.4  44.7 
- By  virtue  of  prefe-
rential  agreement  15.5  24.1  20. 1  25.3  16.7  18.9  19. 1  20.3  20.0  19.0  15.9  15.6  18.1  16.7 
8)  Imports  under  GSP  11. 1  17.3  11.3  14.2  12.5  14.2  16. 1  17.1  22.0  20.8  18.3  18.0  22.~  20.8 
(Subject  to  ceilings) 
C)  Imports ·subfect  to  11.4  17.7  15.1  19. 1  17.7  20.0  18.3  19.4  14.3  13.6  19.3  19.0  19.2  17.7 
normal  CCT  duty 
'  lOO.J  Total  imports  from  64.3  100.0  79.3  100.0  88.3  100.0  94.2  100.0  105.5  100.0  101.6  100.0  108.2 
third  countr.ies 
I 
I 









EUR-10/EUR-12  - PATTERN  OF  OIL  PRODUCTS  IMPORTS  FROM  THIRD  COUNTRIES 
1981  1982  1983  1984  1985 
.. 
Light  oils  24.1  18.9  17.9  16.7  17.2 
Medium  oils  1.4  1. 2  1.0  0.6  0.8 
Heavy  oils  :  61.9  69.2  70.5  72.3  73.4 
- gasoil  (21.8)  (24.2)  (25.3)  (23.3)  (26.6) 
- fuel-oils  (40.1)  (45.0>  (45.2)  (49.0>  (46.8) 
Other  products  12.7  10.7  10.6  10.4  8.6 
{of  which  LPG  and  -
petroleum  coke) 
Source  :  External  trade  Statistics of  the  Community 




























EUR-12  - IMPORlS  FROM  TI~IRD-PARTY COUNTRIES  BY  CATEGORY  OF  PRODUCT  AND  BY  IMPORTING  MEMBER  STATE 
Co~parison Year  1986  - Year  1987 
EUR-12  FRG *  FRANCE  ITALY  18HCRL.  BELG./LUX. 
1.  Specific treatment/  48.1  8.9  3.4  10.9  7.0  4.5 
chemical  onversion  53.5  7.1  11.8  1lt. 8  8.2  1.2  2.  Other  uses··  ! 
'  -------- ------- ------- ------ --·  .. ---- --------- 1986  3.  All  products/all  uses  101.6  16.0  15.2  25.7  15.2  5.7 
(1+2)  of  which 
light  and  ~ediu~ oils  (22.0)  <4.4)  (4. 2)  (2.5)  (4.2)  (0.5) 
heavy oils  (gasoil 
+  fuel-oils)  (67.6)  <10.1)  (8.6)  (20.5)  (10.0)  (4.6) 
1.  Specific treiltrr:ent/  48.4  7.6  3.3  13.7  6.7  3.2 
chemical  conversion 
2.  Other  uses  59.8  7.4  14.2  18.3  7.9  1. 0 
-------- ------- ------- ------ ------- --------- 1987  3.  All  products/a l C  uses  108.2  15.0  17.5  32.0  14.6  4.2 
( 1+2>  of  which 
light  and  mediu~ oils  (22.4)  (4.3)  (4.9)  <3. 5  (2.6)  (0.3) 
heavy  oils  (gasoil 
+  fuel-oils)  (73.2)  (9.3)  ( 10.0>  <25.8  (10.6)  (3.4) 
- ---------· -- -- -- ----
*  Imports  from  GDR  not  included 
Source  Statistics of  Co~~unity external  trade  and  trade  between  Member  States 















IREIJ..'lD  om  ...  H.~ 
0.0  1.3 
0.4  3.2 
------- ------
0.4  4.5 
(0.1)  (0.8) 
(0.3)  (3.4) 
0.0  1. 1 
0.2  3.5 
------- ------
0.2  4.6 
(0.1)  (0.9) 
(0. 1)  <3. 1) 
Cin  million  tons) 
.,REECE**  SPA HI 
0.5  2.5 
0.3  2.1 
--------f--------
0.8  4.6 
(0.1)  ( 1. 9) 
(0.6)  (0.8) 
0.3  3.5 
0.4  2.4 
-------- ------
0.7  5.9 
(0.1)  (2.3) 
























I EUR-12  - EXPORTS  OF  PETROLEUM  PRCDUCTS  BY  CATEGORY  OF  PRODUCT  AND  BY  ~AIN THIRD  COUNTRY  OF  DESTINATION 
Evolutlon  1936  - 198t* 
in  thousand  tons 
[Main  third  _T______  -----r ---------1---- ~------
1  country  of  deos-1  I  I  I  TOTAL  I 
ltination  in  I  Light oils  ~eciiu~ oils  I  Gas-oil  I  Fuel-oils  I  Other  products  All  petroleun products  I 
11987  <by  de- I  I  I  I  I 
I  creasing order  I  I  I  I  I  I  Variat.l 
lof  r.:agnitude>  I  1986  1987  I  1986  1987  i  1986  1987  I  1936  I  1987·  I  1986  1987  1986  I  1987  87186  I 
!Total)'600.000TI  I  I  I  I  I  I  X  I 
..  .  I 
,  !United states  I  4  326  I  4  543  I  7'+3  I  747  I  551  I  615  I  3  185  I  5  046  I  9!.3  I  532  I  9  743  I  11  488  I  + 17\a  I 
!switzerland  I  2  221  i  2  162  I  619  I  665  I  2  771  I  1  ass  I  242  I  153  I  335  I  313  I  6  188  I  5  151  I - 16.'8  I 
I  sweden  I  1  '•O?  I  884  I  187  i  223  I  980  I  778  I  1  191  I  703  I  423  I  405  I  4  190  I  2  993  I - 28.6 --1 
\Austria  I  408  I  402  I  14  I  23  I  120  I  133  I  428  I  334  I  362  I  360  I  1  333  I  1  252  I - 6.1  I 
!Norwny  I  350  I  220  I  112  I  107  I  177  I  218  I  77  I  32  I  363  I  280  I  1  079  I  857  I - 20.6  I 
IL ibya  I  447  I  479  I  4  I  57  I  12s  I  o I  198  I  139  I  70  I  133  I  844  I  808  I - 4.3  I 
!Tunisia  I  2  I  180  I  49  I  53  I  196  I  131  I  594  I  245  I  87  I  a7  I  927  I  746  I - 19.5  I 
\Algeria  I  3  I  3  I  o I  o I  o I  o I  430  I  472  I  189  I  178  I  621  I  653  I  +  5.2  I 
\Iran  I  47  I  ss  I  436  I  204  I  276  I  273  I  - I  o I  56  I  90  I  814  I  622  I - 23.6  I 
!other destinat.l  1  141  I  1  206  I  1 226  I  1  316  I  1  044  I  1  131  I  1  789  I  2  215  I  1  100  I  1  905  I  .s  902  I  7  773  I  + 12.6  I 
l---------------l--------l--------l--------l--------l--------l--------l--------l--------l--------l--------l--------l--------l--------1 
\TOTAL  EXTRA-EC  I  10  354  I  10  139  I  3 390  I  3  395  I  6  240  I  5  187  I  8  134  I  9  339  I  4  528  I  4  283  I  32  646  I 32  343  I - 0.9  I 
I  of  which  :  I  I  I  I  I  !  I  I  I  I  I  I  I  I 
!Industrialized  I  I  ,  I  I  I  I  I  I  I  I  I  I  I  I 
I third countr.  I  9  345  I  s 846  I  2 174  I  2  211  I  4  964  I  3  970  I  5 759  I  7  ooa  I  2  752  I  2  292  I  24  995  I  24  327  I - 2.7  I 
l
0 l~SA~r?Q~  I  934  I  1  291  I  1 167  I  1  173  I  1  210  I  ,  213  I  2 011  I  2  11s  I  1  s9o  I  1  ao7  I  1  083  I  1  599  I  +  7.3  I 
!countries with  I  I  I  I  I  I  I  I  I  I  I  I  I  I 
I state trade  I  24  I  2  I  49  I  11  I  6  I  4  I  304  I  216  I  186  I  184  I  568  I  417  I - 26.6  I 
l---------------l--------l--------l--------l--------l--------l--------l--------l--------l--------i--------l--------l--------l--------1 
\OPec  countries  I  691  I  707  I  678  I  421  I  496  l  432  I  758  I  640  I  527  I  643  I  3  151  I  2  843  I  - 9.8  I 
IOAPEC  countries!  467  I  665  I  173  I  .111  I  426  I  183  I  1  353  I  858  I  555  I  666  I  2  974  I  2  483  I - 16.5  I 
I  GCC  countries  I  5  I  16  I  63  I  0  I  65  I  2  I  144  I  0  I  81  I  120  I  358  I  138  I - 61.5  I 
\TOTAL  INTRA-EC  I  21  858  I  21  057  I  5 123  I  5  516  I  30  962  I  26  261  I  27  401  I  24  215  I  8  456  I  8  595  I  93  799  I  85  644  I - 8.7  I 
I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 










-o EUR-10/EUR-12  - OVERALL  PATTERN  OF  OIL  FINISHED  PRODUCTS  EXTERNAL  TRADE 
in  r:lio  t. 
EUR-10  E U R  - 12 
-·  1981  1932  1983  1984  19135  1986  19R7 
~st 
e  imates 
' 
- Total  imports  of 
finished  products  (*)  122.5  138.7  136.0  145.8  145.3  163.3  164 
- Total  exports  of 
finished  products  (*)  115.5  117.4  120.5  116.6  115.7  144.4  137 
- Net  imports  (exports) -
of  finished  products  7.0  21.3  15.5  29.2  29.6  18.9  27 
----- - -- - -
Source  :  CRONOS  (national  statistics)  - Feedstocks  excluded 




in  t 
+  0.4 
- 5 
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0 